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

EXPLANATORY NOTES FOR FINANCIAL 

QUARTER ENDED 31ST DECEMBER 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 RM2.563 million for the current financial quarter and RM33.877 million for the current financial year.  

· 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 RM7.134 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


Other payables
173,209
31,849






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.
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.

A7.
Dividend Paid

No dividend has been paid for the current financial year (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 

31st December 2002






External sales
         26,197
(3,204)
     1,615
      18,343
        45,951

Intersegment sales
       (12,291)
-
     1,270
11,021
                  -








Total revenue
         13,906
(3,204)
     2,885
29,364
       42,951








Segment results
(169,330)
(63,620)
(7,693)
180,086
(60,557)

Unallocated income

   (net of cost)




                 -








Loss from operations




(60,557)








3 months ended

31st December 2001






External sales
       26,689
          5,497
    1,943
    109,602
     143,731

Intersegment sales
         3,865
                 -
    1,377
(5,242)
                 -








Total revenue
       30,554
          5,497
    3,320
    104,360
     143,731








Segment result
(390,701)
(240,118)
(10,593)
227,061
(414,351)

Unallocated income

   (net of cost)




                 -








Loss from operations




(414,351)
















Financing
Property 

Development
Others
Eliminations
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000

12 months ended

31st December 2002






External sales
       139,986
9,960
     6,826
      59,543
       216,315

Intersegment sales
         (1,653)
-
     5,325
(3,672)
                   -








Total revenue
       138,333
9,960
    12,151
      55,871
       216,315








Segment results
(222,132)
98,516
(53,288)
52,390
(124,514)

Unallocated income

   (net of cost)




                 -








Loss from operations




(124,514)








12 months ended 

31st December 2001






External sales
       205,884
         32,754
     5,211
    123,396
      367,245

Intersegment sales
         10,848
                  -
     5,507
(16,355)
                  -








Total revenue
       216,732
         32,754
    10,718
    107,041
      367,245








Segment result
(475,270)
(273,408)
(36,979)
    297,035
(488,622)

Unallocated income

   (net of cost)




                 -








Loss from operations




(488,622)



Assets and Liabilities


Financing
Property 

Development
Others
Eliminations
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000

As at 

31st December 2002






Segment asset
3,760,485
215,296
165,401
(128,746)
4,012,436

Unallocated corporate 

  assets




           252

Consolidated total

  assets




4,012,688















Segment liabilities
3,661,565
469,919
198,148
(430,996)
3,898,636

Unallocated corporate 

  liabilities




           44,303

Consolidated total 

  liabilities




3,942,939















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.

 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 Company has to date filed an appeal against the decision by the Deputy Registrar to allow the borrowers and guarantors to amend their Defence and Counter Claim which is scheduled to be heard on 17th September 2003.

The Hearing for the borrowers and guarantors’ application to disallow or to strike out various paragraphs in the Company’s amended Defence and Counter Claim has been fixed on 17th September 2003.

The auction which was scheduled on 19th February 2003 has been called off indefinitely by the High Court Registrar as the Federal Court has granted the borrowers and guarantors’ application for interim stay of execution. 

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 on 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 earlier struck off by the Court on 19th August 2002. 

The case has since been re-instated by the Plaintiff and the Court has fixed 26th March 2003 for case management pending the Hearing of an application by the land owner to consolidate this suit with another suit filed at Kota Bahru High 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. The Court has fixed the Hearing for the amendment to the statement of claim on 26th February 2003.

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 31st December 2002, the Group and the Company have obligations to secure due performance by third parties amounting to RM322 million.

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



Fourth Quarter

Cumulative



Current Quarter

31/12/2002

RM’000

Preceding

Year Quarter

31/12/2001

RM’000

Current

Year to Date

31/12/2002

RM’000

Preceding

Year to Date

31/12/2001

RM’000











Transactions with

  Employees Provident

  Fund Board, holding 

  body 









Interest on loans

13,152
   
   10,478

52,232

  30,576

Rental paid

90

        124

408
273
       497

Agency fees received

13

17
44
57

67











 A14. 
Inventories of Completed Properties – Write Down

The Group has written down RM1.290 million in respect of inventories of completed properties for the current financial year.

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 RM60.557 million for the fourth quarter of 2002 compared to a loss before taxation of RM12.122 million for the third quarter of 2002.  The higher loss was mainly due to higher interest suspension, provision for anticipated losses on projects and provision for diminution in value for properties held for development.

B2.
Review of Performance
The Group’s loss before taxation for the twelve (12) months ended 31st December 2002 was lower compared to the previous corresponding period in 2001 mainly due to lower provision for doubtful debts, loan loss and provision, goodwill written off and provision for anticipated losses on projects 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 2003.  The Company will refocus on its core end-finance business and continue to emphasise on loan recovery.

B4.


Variance from Profit Forecast and Profit Guarantee

This is no profit forecast or profit guarantee issued for the financial year ended 31st December 2002.

B5.
Taxation



Fourth Quarter

Cumulative



Current Quarter

31/12/2002

RM’000

Preceding

Year Quarter

31/12/2001

RM’000

Current

Year to Date

31/12/2002

RM’000

Preceding

Year to Date

31/12/2001

RM’000











   Current year taxation

       -

150

-

364

   Deferred taxation

-
-
1,400

-

2,956

   Under / (over)  

    provisions in

    prior years

(364)

1

(364)
)
1























(364)

1,551
(
(364)

3,321











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.

B7.

Purchase and Sale of Quoted Securities

There were no dealings in quoted securities for the current financial year. 

The Group was granted, under a loan restructuring arrangement, quoted Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) in lieu of the interest for the period 1999 to 2004 on a term loan. 

Irredeemable Convertible Unsecured Loan Stocks (“ICULS”)
       RM’000




At nominal value and cost
        16,359




At carrying value
             NIL




At market value
            NIL

The Group was also granted 4,907,685 quoted detachable warrants 2000/2005. As at 31st December 2002, the market value of the quoted warrants was RM270,000.

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 31st December 2002 are given below. 


RM’000

Short term borrowings 


   Secured
26,091

   Unsecured 
1,270,457








1,296,548







Long term borrowings 


   Secured
1,016,108

   Unsecured
100,000







   
1,116,108




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 (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.



Fourth Quarter

Cumulative



Current Quarter

31/12/2002



Preceding

Year Quarter

31/12/2001



Current

Year to Date

31/12/2002



Preceding

Year to Date

31/12/2001













Net loss attributable 

 to shareholders (RM’000)

60,193

415,902

124,514

491,932





















Number of ordinary 

 shares (‘000)

337,856

337,856

337,856

337,856





















Basic loss per share

 (sen) 

17.82

123.10

    36.75

145.60





















BY ORDER OF THE BOARD

Loo Siew Har

COMPANY SECRETARY

Kuala Lumpur

28th February 2003
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