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Part A:
Explanatory Notes Pursuant to Financial Reporting Standard 134 (“FRS 134”) and Revised Guidelines on Financial Reporting for Licensed Institutions (BNM/GP8) Issue by Bank Negara Malaysia
A1.
Basis of Preparation
The interim financial statements have been prepared under the historical cost convention except for the following assets and liabilities that are stated at fair values: securities held-for-trading and available-for-sale, and derivative financial instruments. The interim financial statements are not audited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and Chapter 9, part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The interim financial statements should be read in conjunction with the audited financial statements for the year ended 30 June 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 30 June 2006.

The significant accounting policies' adopted are consistent with those of the audited financial statements for the year ended 30 June 2006 except for the adoption of the following new/revised Financial Reporting Standards ("FRS") effective for financial period beginning 1 July 2006:

FRS 2
Share-based Payment

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date


FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
lnvestments in Associates

FRS 131
lnterests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140 
Investment Property

The adoption of FRS 5, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133, 136 and 138 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRS’s are discussed below.

The allowance for bad and doubtful debts and financing of the Group are computed based on the requirements of BNM/GP3, which is consistent with the adoption made in the previous audited annual financial statements.

(a)
FRS 2: Share-based Pavments

This FRS requires an entity to recognise share-based payment transactions in its financial statements including transactions with employees or other parties to be settled in cash, other assets or equity instruments of the entity.

The Company operates an equity-settled share-based compensation plan for the employees of the Group, the Maybank Group Employee Share Options Scheme ("ESOS").  Prior to 1 July 2006, no compensation expense was recognised in profit or loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognised in profit or loss over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognised as compensation expense is determined by reference to the fair value of the share options at the date of the grant and the number of share options to be vested by the vesting date. The fair value of the share option is computed using a trinomial model. At every balance sheet date, the Group revises its estimates of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in profit or loss and a corresponding adjustment to equity over the remaining vesting period.
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A1.
Basis of Preparation (contd)

(a)
FRS 2: Share-based Pavments (contd)
Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and had not yet vested at the effective date of this FRS to the Group i.e. 1 July 2006. The application is retrospective and accordingly, the comparative amounts as at 30 June 2006 are restated and the opening balance of retained earnings as at 1 July 2006 has been adjusted. The financial impact to the Group and the Bank arising from this change in accounting policy is as follows:

	Group
	
	
	
	
	
	
	
	As at

	
	
	
	
	
	
	
	
	1 July 2006

	
	
	
	
	
	
	
	
	RM'000

	
	
	
	
	
	
	
	
	

	Decrease in retained earnings
	
	
	
	
	
	3,038

	Increase in equity compensation reserve (included in other reserve)
	 3,904

	
	
	
	
	
	
	
	
	

	
	
	
	1st Quarter ended
	
	Cumulative 3 Months Ended

	
	
	
	30 September
	
	30 September
	
	30 September
	30 September

	
	
	
	2006
	
	2005
	
	2006
	2005

	
	
	
	RM'000
	
	RM'000
	
	RM'000
	RM'000

	
	
	
	
	
	
	
	
	

	Decrease in profit for the period
	866 
	 
	- 
	
	 866
	- 


	Bank
	
	
	
	
	
	
	
	As at

	
	
	
	
	
	
	
	
	1 July 2006

	
	
	
	
	
	
	
	
	RM'000

	
	
	
	
	
	
	
	
	

	Decrease in retained earnings
	
	
	
	
	
	1,984

	Increase in equity compensation reserve (included in other reserve)
	2,541

	
	
	
	
	
	
	
	
	

	
	
	
	1st Quarter ended
	
	Cumulative 3 Months Ended

	
	
	
	30 September
	
	30 September
	
	30 September
	30 September

	
	
	
	2006
	
	2005
	
	2006
	2005

	
	
	
	RM'000
	
	RM'000
	
	RM'000
	RM'000

	
	
	
	
	
	
	
	
	

	Decrease in profit for the period
	557
	 
	- 
	
	557
	- 


(b)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period's presentation of the Group's financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period's presentation.
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A1.
Basis of Preparation (contd)

 (c)
FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in the classification of land and buildings owned by the life insurance business. Previously, in line with FRS 203 Life Insurance Business (formerly known as MASB Standard 18), land and buildings owned by the life insurance business are classified as investment properties, not withstanding that they are substantially occupied for use by, or in the operations of the Group.

With the adoption of FRS 140 and the consequent change to FRS 203, owner-occupied property cannot be classified as investment property. Accordingly, land and buildings previously classified as investment properties have been reclassified as and accounted for as property, plant and equipment. This change in classification does not have significant financial impact to the Group.

A2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the audited annual financial statements for the financial year ended 30 June 2006 was not qualified.

A3.
Seasonal or Cyclical Factors
The operations of the Group and the Bank were not materially affected by any seasonal or cyclical factors in the 1st quarter ended 30 September 2006.

A4.
Unusual Items Due to Their Nature, Size or Incidence
During the quarter ended 30 September 2006, there were no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group and the Bank, other than the inclusion of assets and liabilities of Kewangan Bersatu Berhad (“KBB”), which was acquired on 30 September 2006.

The acquisition of KBB resulted in an excess of the Group’s interest in the net fair value of KBB’s identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, of RM36.5 million. In accordance with FRS 3, this excess was recognised immediately in the income statement as at 30 September 2006.

A5.
Changes in Estimates

There were no material changes in estimates during the quarter ended 30 September 2006.
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A6.
Changes in Debt and Equity Securities

Save as disclosed below, there were no issuances, cancellations, share buy-backs, resale of shares bought back and repayment of debt and equity securities by the Bank.

The issued and paid-up share capital of the Bank was increased from RM3,796,947,321 as at 30 June 2006 to RM3,810,913,421 as at 30 September 2006, from the issuance of  13,966,100 new ordinary shares of RM1.00 each to eligible persons who have exercised their options under the Maybank Group Employee Share Option Scheme (ESOS) at the following option prices:

Number of shares issued:


Option price per share

   10,571,100













RM  9.23
        965,400













RM  9.87
     2,429,600 












RM  9.92

A7.
Dividends Paid
There was no dividend paid during the quarter ended 30 September 2006.
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A20.

Carrying Amount of Revalued Assets

The Group’s and the Bank’s property and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. There was no change in the valuation of property and equipment that were brought forward from the previous audited annual financial statements for the year ended 30 June 2006.

A21.

Subsequent Events

There were no material events subsequent to the balance sheet date.

A22.

Changes in the Composition of the Group
There was no change to the composition of the Group during the quarter.
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A23.

Commitments and Contingencies and Off-Balance Sheet Financial Instruments (continued)

Market Risk

Market risk is the potential change in value caused by movement in market rates or prices. The contractual amounts 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 30 September 2006, the amount of contracts that was not hedged in the Group and the Bank and, hence, exposed to market risk was RM169.9 million (30 June 2006: RM68.78 million).





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 Group and the Bank has a gain in a contract. As at 30 September 2006, the amount of credit risk in the Group and the Bank, measured in terms of the cost to replace the profitable contracts, was RM134.9 million (30 June 2006: RM160.56 million). This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.
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Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad
B1.
Performance Review

For the 1st quarter ended 30 September 2006, the Group registered a decline of 14.4% or RM97.0 million in profit after tax attributable to equity holders of the parent over that of the corresponding period. The decline was attributed largely to the unrealised loss arising from the revaluation of its asset swaps and higher loan loss provision.

The asset swaps were transacted to hedge the income of the underlying assets from interest rate risks. However, due to the stringent hedge accounting criteria, the unrealised gains of the underlying assets cannot be offset against the unrealised loss arising from the revaluation of the asset swaps. Instead, since the underlying assets were classified as available-for-sale securities, the unrealised gains arising from the revaluation were recognised in equity, resulting in a mismatch in the income statement.

B2.
Variation of Results Against Preceding Quarter
The Group registered a decline in profit after tax attributable to equity holders of the parent from RM855.4 million for the preceding quarter to RM576.0 million for the quarter just ended, due mainly to a higher charge in loan loss provision for the quarter just ended as compared to a write back of loan loss provisions for the previous quarter.

B3.
Prospects
Although the economic fundamentals remain positive, the Group expects its operating environment to be significantly more challenging in view of the increasing volatile financial market. The Group, nevertheless, is cautiously confident of achieving better results for the current financial year.

B4.
Profit Forecast or Profit Guarantee
Neither the Group nor the Bank made any profit forecast or issued any profit guarantee.
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B8.


Status of Corporate Proposals Announced but Not Completed
(a)
Disposal of Mayban Unit Trust Berhad ("MUTB")

The Group expects the disposal of its entire 100% stake in MUTB to Amanah Saham Nasional Berhad to be completed by the end of November 2006. 

(b)
Investment Bank Rationalisation Programme

The investment bank rationalisation programme involving the merger of Aseambankers Malaysia Bhd (“Aseambankers”) and two other subsidiaries i.e. Mayban Discount Berhad ("MDB") and Mayban Securities Sendirian Berhad ("MSSB") to form an investment bank is still ongoing.

On 29 August 2006, two separate Vesting Orders (“VO”) were obtained from the High Court of Malaya to facilitate the vesting of the assets and liabilities of MDB and MSSB respectively to Aseambankers. Following the VO for MDB, the assets and liabilities of MDB were transferred to Aseambankers on 11 November 2006. Pending the approval of the Dealer’s license by the Securities Commission, the VO for MSSB is expected to take effect by the end of December 2006, whereupon, the assets and liabilities of MSSB will be transferred to Aseambankers.

(c)
Acquisition of Kewangan Bersatu Berhad ("KBB")

The business of KBB was transferred to Maybank on 30 September 2006, pursuant to a vesting order issued by the High Court of Malaya dated 28 September 2006.

The fair values of the assets and liabilities of KBB acquired are as follows:


[image: image1.emf]RM'000

Total deposits and cash 23,504            

Loans and advances and securities 113,968          

Other assets 880                 

Total assets 138,352          

Total deposits received 519,211          

Other liabilities 96,050            

Total liabilities 615,261          

Estimated fair value of net liabilites acquired (476,909)         

Consideration received in cash 513,390          

Excess of Group's interest over the net fair value

   of identifiable assets, liabilities and contingent liabilities 36,481            

Cash inflow arising from acquisition

Consideration received in cash 513,390          

Add: Cash and cash equivalents received 988                 

Net cash inflow 514,378          


(d)
Acquisition of Trade Related Assets of American Express (“AMEX”)

On 10 October 2006, the acquisition of the trade related assets of AMEX was completed with a payment of RM124.3 million.
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B9.
     Deposits and Placements of Financial Institutions and Debt Securities


Please refer to note A11 and A12.

B10.

Off-Balance Sheet Financial Instruments




Please refer to note A23.

B11.

Changes in Material Litigation
As disclosed during the previous quarter ended 30 June 2006, a subsidiary, Mayban Trustee Berhad (“MTB”) and eleven other defendants were served with a writ summon by ten bondholders for an amount of approximately RM157.8 million. MTB was alleged to have acted in breach of trust and negligence in its capacity as Trustee for the bonds issued. The legal suit is pending court hearing and the liability amount, if any, is subject to the court's decision. 

The contingent liability is covered by an existing Banker Blanket Bond Policy between the Bank and a subsidiary, Mayban General Assurance Berhad (“MGAB”), which had entered into a facultative reinsurance contract for an insured sum of RM150 million with three other re-insurers. No provision is made in the Group’s financial statements.

As at 14 November 2006, there were no material changes to the status of this litigation.

Other than that stated above, the Group and the Bank do not have any other material litigation that would materially and adversely affect the financial position of the Group and the Bank.
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