MALAYSIA BUILDING SOCIETY BERHAD (Company No. 9417-K)

EXPLANATORY NOTES FOR FINANCIAL 

QUARTER ENDED 30TH JUNE 2001

1. The quarterly financial statements have been prepared based on the accounting policies and methods of computations consistent with those adopted in the 2000 annual financial statements.  

2. The exceptional item is in respect of the provision for diminution in value for the properties held for developments for the current financial year to date. 

3.
There were no extraordinary items for the current financial year to date. 

4.
Taxation



Second Quarter

Cumulative



Current Quarter

30/6/2001
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-

-

-

-
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-
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-

-

-
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-
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Since there is no tax charge for the Group and the Company, the effective tax rate is irrelevant.

5.
There were no pre-acquisition profits for the current financial year to date. 

6.
There were no profits on sale of investments or properties for the current financial year to date. 

7.
There were no dealings in quoted securities for the current financial year to date and the Group does not hold any quoted shares at 30th June 2001. 

8.
There were no major changes in the composition of the Group for the current financial year to date except for the acquisition of the subsidiary listed below. 

Name of Company

Gross Equity

Held (%)

Purchase

Consideration

RM

Ganesha Sdn Bhd

100

33,500,000

The above acquisition does not have any material effect on the earnings per share of the Group for the current financial year to date, however the net tangible assets is reduced by goodwill on consolidation of RM18,565,000.

9. The Company has announced earlier that its wholly owned subsidiary, Sigmaprise Sdn Bhd has entered into a Sale and Lease Back Agreement with Westmount Leisure Sdn Bhd to acquire a piece of leasehold land held under Pajakan Negeri  No. 7164 Lot 353 Kawasan Bandar VIII, Daerah Melaka Tengah, Negeri Melaka measuring approximately 7,048 square metres in area together with the building known as “The Golden Legacy Hotel” and its permanent fittings and fixtures.

Subsequently to the announcement, the events detailed below have taken place.

· The acquisition price of RM110.00 million will be financed as detailed below.

a.
RM67.20 million will be in the form of a loan from the Company at an interest equivalent to the Company’s prevailing operating cost of funds. The loan is be secured by a lien holders caveat and the terms of repayment is pending finalisation.

b.
RM42.80 million will be by way of issuance of 42.80 million new ordinary shares of RM1.00 each in Sigmaprise Sdn Bhd to the Company. 

· The property has been duly transferred to Sigmaprise Sdn Bhd. 
10.
The Group’s operations have not been affected by any seasonal or cyclical factors. 

11.
There were no issuances and repayment of debt and equity securities, share buy‑backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date. 

12. Group borrowings and debts securities at 30th June 2001 are given below. 


RM’000



Short term borrowings 


   Secured
28,154

   Unsecured 
1,140,659








1,168,813







Long term borrowings 


   Secured
455,279





All borrowings and debts securities are in Ringgit Malaysia.

13.
Contingent Liabilities 

A.
In the Statement of Defence to a civil suit filed by the Company for payment of interest and recovery of loan facilities granted by the Company, the borrower and the guarantors made a counter-claim of RM592.03 million against the Company being the estimated loss of profit from their project based on their allegation that the Company has breached the Loan Agreement by recalling the loan facilities. 

The Company’s application to amend the Statement of Claim (in view of the receipt of compensation from the Land Office) was allowed by the Senior Assistant Registrar. The borrower and guarantors filed an appeal against the decision of Senior Assistant Registrar and the appeal was heard and dismissed by the Court on 17th July 2001.

The Company’s application for summary judgement and striking out of the counter claim which was fixed for hearing on 15th June 2001 earlier have both been adjourned to 26th July 2001. On 26th July 2001, the Court has adjourned the case to 6th September 2001 for the hearing of the borrower and guarantors’ application to amend their Defence and Counter-claim.

B.
Two claims for damages amounting to RM400.31 million and RM1.48 million respectively were brought by two borrowers against the Company for alleged breach of contract on the part of the Company to disburse and/or terminate loan facilities granted.

            In respect of the former claim, on 31st July 2001, the Deputy Registrar of the Court had directed both parties to file their written submission  supported by bundles of authority. As such, the Court has fixed the next hearing for summary judgement on 19th September 2001.

C.
A claim for damages of RM2.54 million was brought against the Company by a contractor of a development project for alleged breach of assurance to release loan advances to finance the construction cost from a loan facility granted by the Company to the developer of the project. 

The contractor’s application for summary judgment was dismissed by the court on 30th March 2000. Hearing date for the full trial has not been fixed.


D. The owner of a piece of land pledged for a bridging loan granted to a developer has brought a suit against the Company for alleged breach of terms in the Charge document. The owner is seeking damages for loss suffered, if any, as a cause of the alleged breach which the owner has to prove and an Order that the Charge be discharged.  

Appearance has been entered in Court on 16th February 2001. Hearing date has not been fixed. On 28th June 2001, the Court allowed the plaintiff to amend its Statement of Claim.

E.
As at 30th June 2001, outstanding guarantees provided by the Group and the Company amounted to RM282.53 million and the contingencies relating to housing loans sold to Cagamas amounted to RM72.63 million.

No provision has been made in the financial statements in respect of claims A, B, C and D against the Company as the Directors, after obtaining legal advice, are of the opinion that the claims are unlikely to succeed. 

14.
The Group does not have any off balance sheet financial instruments.  

15.
The details of the pending material litigation are as per note 13 above.

16. Segmental Information 


Turnover

RM’000

30/6/2001

Loss

Before Taxation

RM’000

30/6/2001

Total Assets

Employed

RM’000

30/6/2001








Financing
97,505

(6,787)

4,411,921








Property

 development
14,410

(21,154)

643,890








Others 
3,461

(1,218)

124,416
















115,376

(29,159)

5,180,227








Consolidation

   adjustments 
2,038

13,352

(757,356)
















117,414

(15,807)

4,422,871








17. The Group recorded a loss before tax of RM4.67 million for the second quarter of 2001 compared to a loss before taxation of RM11.14 million for the first quarter of 2001. The lower loss was due to higher interest earned for the second quarter.

18. The Group’s loss before taxation for the three (3) months ended 30th June 2001 was lower compared to the previous corresponding period in 2000 mainly due to lower provision for doubtful debts for the current financial year to date.

19. In view of the prudent provision in 1999 and 2000 and the continuing improvement/development of the Malaysian economy and the property market, the performance of the Company and the Group is expected to improve for the financial year ending 31st December 2001.

20. This is not the Company’s final quarter reporting and there is no profit forecast or profit guarantee issued for the financial year ending 31st December 2001. 

21.
Dividend 

No interim dividend has been declared for the current financial year to date (2000 : NIL%).  

BY ORDER OF THE BOARD

Mat Rashid Yeop

COMPANY SECRETARY

Kuala Lumpur

27th August 2001


