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

EXPLANATORY NOTES FOR FINANCIAL 

QUARTER ENDED 30TH SEPTEMBER 2002

MASB 26 -  DISCLOSURE REQUIREMENTS PER PARAGRAPH 16
A1. 
Accounting Policies and Method of Computation

The interim report is prepared in accordance 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 Group’s financial statements for the financial year ended 31st December 2001.

Except as disclosed below, the Group has adopted the same accounting policies and methods of computations for the financial statements for the current reporting period compared with the audited financial statements for the year ended 31st December 2001. 

With effect from 1st January 2002, the Group has modified its accounting policies to conform with the new applicable approved accounting standards.

· MASB 23, Impairment of Assets

As the result of the adoption of MASB 23, Impairment of Assets, the Group has recognised impairment losses relating to property, plant and equipment of RM31.314 million in the current interim financial statements.  

· MASB 24, Financial Instruments : Disclosure and Presentation

There is no financial effect to the Group resulting from the adoption of MASB 24.

A2.
Audit Report of Preceding Financial Year Ended 31st December 2001

            The audit report on the financial statements of the preceding year was not qualified. 

A3.
  Seasonality and Cyclicality of Operation 


  The Group’s operations have not been affected by any seasonal or cyclical factors. 

A4.
Exceptional or Unusual Items

There were no items of exceptional or unusual nature that affects the assets, liabilities, equity, net income or cash flows of the Group other than those detailed below.

(i)   Change of Circumstances

During the period between 1996 and 2001, the Group entered into various joint venture (“JV”) arrangements with third parties (“JV Partners”) for the development of properties. Certain subsidiaries of Malaysia Building Society Berhad were involved in the development of the project lands with the JV Partners. 

The nature of the Group’s participation was such that it warrants the inclusion of the project lands and the related development costs as the Group’s assets notwithstanding that the JV Partners are the legal owner of the project lands.

During the financial period, the Group has resolved to discontinue with the JV arrangements (“JVA”) and had initiated negotiations with the JV Partners to terminate the JVA, in accordance with its rights as stipulated in the JVA.  Discussions were held with the JV Partner for the development projects to be taken over by them and for them to make the necessary repayments to MBSB.

In view of the above, the outstanding amounts under certain affected JVA have been reclassified to loans.

Generally,

· For active development projects whereby the subsidiaries play an active role in the development, no reclassification of development properties and stocks of completed properties were made unless the JV Partners have agreed to take over the development projects and assume all liabilities.

· For inactive projects, the properties held for development and development properties were reclassified as loans. 
(ii)  Properties Held for Development

Included in properties held for development of the Group in the prior year are properties with carrying values amounting to RM179.180 million which are registered in the respective joint venture partners’ name. Whilst these had previously been classified as Properties Held for Development, in view of the matters described in Note A4(i), the Group has asserted its status as a lender in the relevant arrangements, and the outstanding amounts have been reclassified as loans in the current financial statements.

(iii)  Development Properties

Included in development properties are properties with carrying values amounting to RM64.098 million (As at 31st December 2001: RM88.259 million) which have been registered in the joint venture partners’ name. These represent active projects as explained in Note A4(i). 


(iv)    Reclassification of Comparative Figures

The following comparative figures have been reclassified to conform with current period’s presentation:-



As Restated
As Previously

Reported



RM’000
RM’000


Mortgage loans receivable after 12 months
1,562,838
1,527,395


Mortgage loans receivable within 12 months
1,697,498
1,591,581


Trade payables
194,317
52,957






The reclassification was made to reflect that the loans of RM141.360 million was granted to a joint venture partner instead of to a subsidiary of MBSB. These loans were advanced by the joint venture partner to the subsidiary to finance its development project.

A5.
   Changes in Estimates of Amounts Reported Previously

            There were no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that may have a material effect in the current interim period.

A6.
Debts and Equity Securities


           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.

A7.
Dividend Paid

No dividend has been paid for the current financial year to date (2001 : NIL%).  

A8.
   Segmental Information



Revenue and Results


Financing
Property 

Development
Others
Eliminations
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000

3 months ended 

30th September 2002






External sales
         45,071
10
     1,613
      24,176
        70,870

Intersegment sales
           3,840
-
     1,302
(5,142)
                  -








Total revenue
         48,911
10
     2,915
19,034
        70,870








Segment results
(6,233)
206,875
(36,029)
(176,735)
(12,122)

Unallocated income

   (net of cost)




                 -








Loss from operations




(12,122)








3 months ended

30th September 2001






External sales
       86,012
       12,847
    2,560
        4,681
     106,100

Intersegment sales
         2,661
                 -
    1,377
(4,038)
                 -








Total revenue
       88,673
       12,847
    3,937
           643
     106,100








Segment result
(77,782)
(12,136)
(25,168)
56,622
(58,464)

Unallocated income

   (net of cost)




                 -








Loss from operations




(58,464)









Financing
Property 

Development
Others
Eliminations
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000

9 months ended

30th September 2002






External sales
       113,789
13,164
     5,211
      41,230
       173,394

Intersegment sales
         10,638
-
     4,055
(14,693)
                   -








Total revenue
       124,427
13,164
     9,266
      26,837
       173,394








Segment results
(52,802)
162,136
(45,595)
(127,696)
(63,957)

Unallocated income

   (net of cost)




                 -








Loss from operations




(63,957)








9 months ended 

30th September 2001






External sales
       179,195
         27,257
     3,268
     13,794
      223,514

Intersegment sales
           6,983
                  -
     4,130
(11,113)
                  -








Total revenue
       186,178
         27,257
     7,398
        2,681
      223,514








Segment result
(84,569)
(33,290)
(26,386)
      69,974
(74,271)

Unallocated income

   (net of cost)




                 -








Loss from operations




(74,271)



Assets and Liabilities


Financing
Property 

Development
Others
Eliminations
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000

As at 

30th September 2002






Segment asset
4,027,284
265,415
169,896
(315,919)
4,146,676

Unallocated corporate 

  assets




           49

Consolidated total

  assets




4,146,725















Segment liabilities
3,759,034
456,418
194,950
(414,926)
3,995,476

Unallocated corporate 

  liabilities




21,307

Consolidated total 

  liabilities




4,016,783















Segmental reporting is not analysed by geographical locations due to the fact that the Group’s activities are pre-dominantly in Malaysia.


A9.

Valuation of Property, Plant and Equipment



Property, plant and equipment are stated at cost less accumulated depreciation and   impairment losses.  

 A10.

Subsequent Events



As at the date of this report, there is no material event occurring subsequent to the end of the last financial period that have not been reflected in the financial statements for the interim period.

 A11.    Changes in the Composition of the Group 


    There were no major changes in the composition of the Group for the current      financial year to date.

 A12.

Contingent Liabilities 

A. In a civil suit taken out by the Company for the recovery of loan facilities and the payment of interest, the Defendant borrowers and guarantors have filed a counter-claim based upon an allegation that the Company had breached the Loan Agreement by recalling the said loan facilities. The quantum claimed under the counter-claim amounts to RM592.03 million for 

the estimated loss of profit from Defendants’ project.

The hearing of the Company’s application for summary judgement and application to strike out the Defendants’ Defence and Counter-claim is pending and the Court will notify the parties of the next date in due course.

An auction date has been fixed on 19th February 2003 by the Court. However, the hearing for the application for stay of the order for sale is now fixed to 27th January 2003.

B. Two claims were brought against the Company by two borrowers to the amount of RM400.31 million and RM1.48 million respectively on alleged breaches of contract by the Company to disburse and/or terminate the loan facilities.

In regards to the former claim of RM400.31 million, the Plaintiff’s application for summary judgement has been dismissed with costs by the Registrar. The trial has been fixed to 17th March 2003.

            In respect of the latter claim of RM1.48 million, the Plaintiff has not as yet set the matter down for trial. 

C.
A claim for damages of RM2.54 million was brought against the Company by a contractor of a development project, premised upon an alleged breach of assurance by the Company to release loan advances to finance construction costs. 

The Plaintiff’s application for summary judgement has been dismissed and the matter, having been transferred from the Kota Bahru High Court to the  Kuala Lumpur High Court was struck off by the Court on 19th August 2002. 

The Plaintiff has however filed in an application to re-instate the matter and the mention date for the said application is yet to be fixed by the Court. 

D. The owner of a piece of land pledged as security for a bridging loan granted by the Company to a developer has filed a suit against the Company for an alleged breach of the terms of the Charge documents. The said owner is seeking damages for loss suffered and an Order that the Charge be discharged.

The Court has however struck out the matter and the matter has now been postponed pending the borrower’s application to reinstate the matter.

E.
A claim for damages amounting to RM134.408 million has been filed against the Company by a developer for the loss and/or loss of profits following the Company’s cancellation of the term loan and the bridging loan facilities. The matter is now fixed for case management on 25th March 2003. 

F. As at 30th September 2002, there are no outstanding guarantees provided by the Group and the Company.

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

A13.  Significant Related Party Transactions



Third Quarter

Cumulative



Current Quarter

30/09/2002

RM’000

Preceding

Year Quarter

30/09/2001

RM’000

Current

Year to Date

30/09/2002

RM’000

Preceding

Year to Date

30/09/2001

RM’000











Transactions with

  Employee Provident

  Fund, holding body 









Interest on loans

13,152
   
     6,964

39,080

  20,098

Rental paid

91

        124

318
273
       373

Agency fees received

14

17
44
44

50











KLSE LISTING REQUIREMENTS – DISCLOSURE REQUIREMENTS AS PART A OF APPENDIX 9B

B1.
Comparison with the Preceding Quarter’s Results

The Group recorded a loss before tax of RM12.122 million for the third quarter of 2002 compared to a loss before taxation of RM32.126 million for the second quarter of 2002.  The lower loss was mainly due to the lower interest in suspension.

B2.
Review of Performance
The Group’s loss before taxation for the nine (9) months ended 30th September 2002 was lower compared to the previous corresponding period in 2001 mainly due to goodwill written off in previous corresponding period in 2001 and lower loan loss and provision in 2002.

B3.

Prospect


Barring unforeseen circumstances, the performance of the Company and the Group is expected to improve for the financial year ending 31st December 2002.  The Company will refocus on its core end-finance business and emphasise on loan recovery.

B4.


Variance from Profit Forecast and Profit Guarantee

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 2002.

B5.
Taxation



Third Quarter

Cumulative



Current Quarter

30/09/2002

RM’000

Preceding

Year Quarter

30/09/2001

RM’000

Current

Year to Date

30/09/2002

RM’000

Preceding

Year to Date

30/09/2001

RM’000











   Current year taxation

       (185)

214

-

214

   Deferred taxation

-
-
1,616

-

1,556

   Under / (over)  

    provisions in

    prior years

-

-

-

-























(185)

1,830

-

1,770











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

B6.
Profit on Sale of Unquoted Investments and/or Properties


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

B7.

Purchase and Sale of Quoted Securities

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 September 2002. 

B8.
Status of Corporate Proposals

There were no corporate proposals announced by the Company that has not been completed.

B9.
Borrowings and Debts  

         
Group borrowings and debts securities at 30th September 2002 are given below. 


RM’000

Short term borrowings 


   Secured
38,546

   Unsecured 
1,247,170








1,285,716







Long term borrowings 


   Secured
1,020,614

   Unsecured
100,000







   
1,120,614




All borrowings and debts securities are in Ringgit Malaysia.

B10.

Off Balance Sheet Financial Instruments


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

B11.
   Material Litigation


   The details of the pending material litigation are as per note A12 above.

B12.
Dividends Declared

No dividend has been declared for the current financial year to date (2001 : NIL%).

B13.
Loss Per Share

Basic loss per share 

Basic loss per share is calculated by dividing the net loss attributable to shareholders for the financial period by the number of ordinary shares in issue during the financial period.



Third Quarter

Cumulative



Current Quarter

30/09/2002



Preceding

Year Quarter

30/09/2001



Current

Year to Date

30/09/2002



Preceding

Year to Date

30/09/2001













Net loss attributable 

 to shareholders (RM’000)

11,937

60,294

63,957

76,030





















Number of ordinary 

 shares (‘000)

337,856

337,856

337,856

337,856





















Basic loss per share

 (sen) 

3.53

17.85

    18.93

22.50





















BY ORDER OF THE BOARD

Loo Siew Har

COMPANY SECRETARY

Kuala Lumpur

27th November 2002
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