PUBLIC BANK BERHAD

( 6463 – H )

UNAUDITED BALANCE SHEET AS AT 30 SEPTEMBER 2001
	THE GROUP
	

	
	30 September 

2001

RM’000
	
	31 December 

2000

RM’000

	ASSETS
	
	
	

	Cash and short term funds
	7,153,285
	
	6,847,135

	Deposits and placements with financial institutions
	2,920,150
	
	4,821,967

	Dealing securities
	3,402,726
	
	1,052,846

	Investment securities
	5,266,346
	
	5,463,821

	Loans, advances and financing
	29,886,560
	
	24,393,719

	Other assets
	489,348 
	
	844,324

	Statutory deposits with Central Banks
	981,503
	
	851,949

	Investment properties
	33,305
	
	36,488

	Investment in associated companies
	38,730
	
	39,529

	Goodwill 
	427,354
	
	65,659

	Property and equipment
	856,433
	
	810,219

	
	
	
	

	TOTAL ASSETS
	51,455,740
	
	45,227,656

	LIABILITIES AND SHAREHOLDERS’ FUNDS
	
	
	

	Deposits from customers
	38,648,305
	
	33,876,812

	Deposits and placements of banks and other financial institutions
	2,059,574
	
	2,956,814

	Obligations on securities sold under repurchase agreements
	1,035,340
	
	274,277

	Bills and acceptances payable
	331,397
	
	319,418

	Other liabilities
	1,961,497
	
	2,156,384

	Total liabilities
	44,036,113
	
	39,583,705

	
	
	
	

	Share Capital
	1,832,822
	
	1,195,060

	Reserves
	4,208,195
	
	3,222,049

	Shareholders’ funds
	6,041,017
	
	4,417,109

	
	
	
	

	Minority interests
	1,378,610
	
	1,226,842

	
	
	
	

	TOTAL LIABILITIES AND SHAREHOLDERS’ FUNDS
	51,455,740
	
	45,227,656

	
	
	
	

	COMMITMENTS AND CONTINGENCIES
	11,990,051
	
	9,761,856

	
	
	
	

	CAPITAL ADEQUACY
	
	
	

	Core Capital ratio
	21.4%
	
	21.8%

	Risk-weighted capital ratio
	23.2%
	
	23.7%

	
	
	
	

	Net Tangible Asset per share (RM)
	1.53
	
	1.82


PUBLIC BANK BERHAD

( 6463 – H )

UNAUDITED INCOME STATEMENTS 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2001
THE GROUP

	
	3rd Quarter ended
	
	Nine months ended 

	
	30 September 2001

RM’000
	
	30 September 2000

RM’000
	
	30 September 2001

RM’000
	
	30 September 2000

RM’000

	Operating revenue
	977,049
	
	854,432
	
	2,837,530
	
	2,557,875

	
	
	
	
	
	
	
	

	Interest income
	822,327
	
	713,496
	
	2,333,489
	
	2,141,497

	Interest expense
	(320,172)
	
	(281,398)
	
	(920,591)
	
	(875,978)

	Net interest income
	502,155
	
	432,098
	
	1,412,898
	
	1,265,519

	Net Islamic banking operating income
	25,295
	
	11,941
	
	83,444
	
	36,673

	
	527,450
	
	444,039
	
	1,496,342
	
	1,302,192

	Non-interest income
	120,029
	
	119,453
	
	409,846
	
	372,688

	Net income
	647,479
	
	563,492
	
	1,906,188
	
	1,674,880

	Staff costs and overheads
	(254,270)
	
	(208,364)
	
	(741,433)
	
	(609,522)

	Operating profit
	393,209
	
	355,128
	
	1,164,755
	
	1,065,358

	Loan and financing loss and provision
	(92,891)
	
	(32,179)
	
	(238,331)
	
	(143,166)

	
	300,318
	
	322,949
	
	926,424
	
	922,192

	Share of results of associated companies
	583
	
	1,387
	
	1,989
	
	3,155

	Profit before taxation
	300,901
	
	324,336
	
	928,413
	
	925,347

	Taxation
	(77,995)
	
	(122,324)
	
	(241,121)
	
	(288,258)

	Zakat
	(28)
	
	-
	
	(48)
	
	-

	Profit after taxation before minority interests
	222,878
	
	202,012
	
	687,244
	
	637,089

	Minority interests
	(53,733)
	
	(53,607)
	
	(167,211)
	
	(141,858)

	Profit attributable to shareholders
	169,145
	
	148,405
	
	520,033
	
	495,231

	
	
	
	
	
	
	
	

	Earnings per 50 sen share:-

- basic 

- fully diluted
	4.6

4.6
	
	4.8

4.8
	
	14.9

14.9
	
	16.1

16.0


Explanatory Notes
1.
Accounting Policies
The accounting policies and methods of computations applied on the financial statements of Public Bank Group (“the Group”) are consistent with those applied in the latest audited annual financial statements and comply with the applicable approved accounting standards issued by the Malaysian Accounting Standards Boards (“MASB”).  

There have been no significant changes to these policies except for the change in the accounting policy for goodwill.  From the current financial period, goodwill arising on consolidation and purchased goodwill are stated at cost and is written down only when the Directors are of the opinion that there is a permanent diminution in its value.  The Directors are of the opinion that this policy will better reflect the continuing value of the subsidiary companies and/or net assets acquired. The cumulative amortisation of RM1.2 million which had been made in previous years was not considered material by the Directors for reinstatement.

2.
Exceptional Item
There were no exceptional items during the quarter and the financial period ended 30 September 2001.

3.
Extraordinary Item
There were no extraordinary items during the quarter and the financial period ended 30 September 2001.

4.
Taxation
	
	
	Individual Quarter
	
	Nine months ended

	
	
	30 Sept 2001

RM’000
	
	30 Sept 2000

RM’000
	
	30 Sept  2001

RM’000
	
	30 Sept 2000

RM’000

	Malaysian Income Tax
	
	70,551
	
	107,488
	
	217,559
	
	254,355

	Overseas Income Tax
	
	7,426
	
	10,708
	
	27,142
	
	33,911

	Transfer (to)/from deferred taxation
	
	(4)
	
	4,119
	
	(3,485)
	
	-

	
	
	77,973
	
	122,315
	
	241,216
	
	288,266

	(Over)/Under provision in prior years
	
	
	
	
	
	
	
	

	- Malaysian income tax
	
	8
	
	-
	
	(115)
	
	-

	- Overseas income tax
	
	(4)
	
	-
	
	(23)
	
	(46)

	
	
	77,977
	
	122,315
	
	241,078
	
	288,220

	Share of taxation of associated companies
	
	18
	
	9
	
	43
	
	38

	
	
	77,995
	
	122,324
	
	241,121
	
	288,258


There were no material transfers in respect of deferred taxation and no material adjustments made for over or under provision for taxation of prior years.

5.
Pre-acquisition Profits
There was no pre-acquisition profit for the quarter and the financial period ended 30 September 2001.

6.
Profit on Sale of Investments and/or Properties
There was no material gain or loss on disposal of investments or properties other than in the ordinary course of business.

7.
Quoted Shares
Other than in the ordinary course of business, there were no purchases or disposals of quoted shares during the quarter and the financial period ended 30 September 2001.

8.
Changes in the Composition of the Group
There was no significant change in the composition of the Group except for the acquisition of the entire issued and paid-up share capital of Hock Hua Bank Berhad by way of implementation of the Merger described in note 9 of this financial statement.

9.
Status of Corporate Proposals
On 8 March 2001, the shareholders of Public Bank Berhad (“PBB”) approved the following proposals:

(i)
The merger of the banking businesses of PBB and Hock Hua Bank Berhad (“HHB”) by way of a scheme of arrangement and amalgamation of HHB pursuant to section 176 of the Companies Act, 1965 and Section 50 of the Banking and Financial Institution Act, 1989 whereupon the banking business of HHB shall be transferred to PBB and PBB shall acquire the entire issued and paid-up share capital of HHB comprising 125,377,000 ordinary shares of RM1.00 each in HHB (“HHB Shares”) from the shareholders of HHB for a total consideration of approximately RM1,249.0 million to be satisfied via the issuance of up to 426,281,800 new ordinary shares of RM0.50 each in PBB to be listed and quoted as “Local” on the Main Board of the Kuala Lumpur Stock Exchange (“PBB Local Shares”) at an issue price of RM2.93 per share based on the exchange ratio of 3.4 new PBB Local Shares for every one (1) HHB Share held (“PBB/HHB Merger”); and

(ii)
The bonus issue by PBB of up to 848,171,335 new ordinary shares of RM0.50 each in PBB (“PBB Shares”) to be credited as fully paid-up on the basis of three (3) new PBB Shares for every ten (10) existing PBB Shares held after the PBB/HHB Merger (“PBB Bonus Issue”).

The approvals of the Minister of Finance, Bank Negara Malaysia, the Securities Commission, the Kuala Lumpur Stock Exchange, the Foreign Investment Committee, the shareholders of HHB and the sanction of the High Court of Malaya pursuant to Section 50 of the Banking and Financial Institutions Act, 1989 have been obtained.

The PBB/HHB Merger was implemented on 31 March 2001 and the PBB Bonus Issue was completed on 23 April 2001.

10.
Seasonality and cyclicality of operations
The Group does not experience any seasonality or cyclicality of operations.

11.
Issuance and Repayments
During the financial period, the issued and paid-up share capital of the Bank was increased from 2,390,119,734 ordinary shares of RM0.50 each to 3,665,644,472 ordinary shares of RM0.50 each by the issue of:

(i) 3,325,000 new ordinary shares of RM0.50 each pursuant to the exercise of options granted under the Public Bank Berhad Employees’ Share Option Scheme at an option price of RM1.66 per share;

(ii) 426,281,784 new ordinary shares of RM0.50 each at an issue price of RM2.93 per share pursuant to the implementation of the PBB/HHB Merger as described in explanatory note 9 of this financial statement; and

(iii) 845,917,954 new ordinary shares of RM0.50 each pursuant to the PBB Bonus Issue as described in note 9 of this financial statement.

There was no repayment of debt and equity shares, share buy-back or share cancellation.  There was no share buy-back of shares held as treasury shares or resale of treasury shares during the financial period ended 30 September 2001.

12.
Deposits and Placement of Customers and Financial Institutions
	
	30 September 

2001

RM’000
	
	31 December

2000

RM’000

	Deposits from customers

- Fixed deposits and negotiable instruments of deposits
	
	
	

	

One year or less
	27,220,453
	
	24,299,378

	

More than one year
	430,934
	
	367,858

	- Saving deposits

- Demand deposits

- Others
	6,161,418

4,478,279

357,221
	
	5,018,941

3,836,454

354,181

	
	38,648,305
	
	33,876,812

	Deposits and placements of banks and other financial institutions
	
	
	

	

One year or less
	2,059,574
	
	2,956,814

	

More than one year
	-
	
	-

	
	2,059,574
	
	2,956,814

	
	40,707,879
	
	36,833,626


13.
Commitments and Contingencies
In the normal course of business, the Group makes various commitments and incurs certain contingent liabilities with legal recourse to their customers.  No material losses are anticipated as a result of these transactions.

Risk weighted exposures of the Group :-

	
	
	As at

30 September 2001
	
	As at

31 December 2000

	
	
	Principal

Amount

RM’000
	
	Credit

Equivalent

Amount*

RM’000
	
	Principal

Amount

RM’000
	
	Credit

Equivalent

Amount*

RM’000

	Direct credit substitutes
	
	1,536,340
	
	1,536,340
	
	1,483,434
	
	1,483,434

	Transaction-related

contingent items
	
	401,705
	
	200,853
	
	323,531
	
	161,766

	Short term self-liquidating

trade-related contingencies
	
	400,359
	
	80,072
	
	304,661
	
	60,932

	Forward assets purchased
	
	325,401
	
	325,401
	
	-
	
	-

	Obligations under

underwriting agreement
	
	20,000
	
	10,000
	
	36,000
	
	18,000

	Irrevocable commitments

to extend credit :-
	
	
	
	
	
	
	
	

	- maturity more than one

year
	
	1,664,153
	
	832,077
	
	1,997,601
	
	998,801

	- maturity less than one year
	
	5,475,557
	
	-
	
	4,108,666
	
	-

	Forward placement
	
	-
	
	-
	
	19,000
	
	-

	Forward exchange contracts
	
	1,808,082
	
	23,584
	
	1,484,222
	
	21,972

	Interest rate related contracts
	
	355,823
	
	19,860
	
	-
	
	-

	Others
	
	2,631
	
	1,512
	
	4,741
	
	4,741

	
	
	11,990,051
	
	3,029,699
	
	9,761,856
	
	2,749,646


*
The credit equivalent amount is arrived at using the credit conversion factors as specified by Bank Negara Malaysia.

14.
Off-Balance Sheet Instruments
Details of financial instruments with off-balance sheet risk as at 30 September 2001 :-

Value of contracts classified by remaining period to maturity / next repricing date (whichever is earlier).

THE GROUP

	Items
	Principal

Amount

RM’000
	1 month

or less

RM’000
	>1 – 3

months

RM’000
	> 3 - 6

months

RM’000
	> 6 – 12

months

RM’000
	1 – 5 years

RM’000
	> 5 

years

RM’000

	Forward exchange contracts
	
	
	
	
	
	
	

	- forward
	440,233
	246,261
	130,766
	46,624
	16,582
	-
	-

	- futures
	-
	-
	-
	-
	-
	-
	-

	- swaps
	1,367,849
	557,909
	452,740
	357,200
	-
	-
	-

	- options
	-
	-
	-
	-
	-
	-
	-

	Sub total
	1,808,082
	804,170
	583,506
	403,824
	16,582
	-
	-

	Interest rate related contracts
	
	
	
	
	
	
	

	- swaps
	355,823
	34,200
	-
	-
	-
	38,000
	283,623

	Total
	2,163,905
	838,370
	583,506
	403,824
	16,582
	38,000
	283,623


The Group does not have any transaction in respect of interest rate, equity and commodity related contracts.  Foreign exchange, interest rate, equity and commodity related contracts are subject to market 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 30 September 2001 the amount of contracts which were not hedged in the Group and hence exposed to market risk was RM80,569,000 (31 December 2000 : RM56,466,000).

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 Group has a gain position. As at 30 September 2001, the amount of credit risk in the Group, measured in terms of the cost to replace the profitable contracts, was RM2,763,000 (31 December 2000 : RM4,804,000).  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.

14.
Off-Balance Sheet Instruments (continued)

Related Accounting Policies
Forward exchange contracts
Outstanding forward exchange contracts at the balance sheet date are valued based on the applicable spot rates ruling at that date adjusted for the applicable premium or discount to maturity.  Gains or losses are recognised in the period they arise.

15.
Material Litigation
The Group does not have any material litigation which would materially and adversely affect the financial position of the Group.
16a.
Group’s Segmental Reporting on Revenue, Profit and Assets
	
	3rd Quarter ended

30 September 2001
	Nine months ended

30 September 2001

	
	Operating

Revenue

RM’000
	Profit Before Tax

RM’000
	Operating

Revenue

RM’000
	Profit

Before Tax

RM’000
	Total Assets

RM’000

	Banking
	592,614
	134,562
	1,684,756
	429,048
	42,747,605

	Financing
	390,930
	151,869
	1,208,492
	479,479
	14,777,588

	Shares broking and fund management
	33,412
	9,685
	85,730
	25,567
	489,094

	Other financial services
	11,177
	4,202
	35,919
	11,711
	893,639

	
	1,028,133
	300,318
	3,014,897
	945,805
	58,907,926

	Consolidation adjustments
	(51,084)
	-
	(177,367)
	(19,381)
	(7,490,916)

	Associated companies
	-
	583
	-
	1,989
	38,730

	
	977,049
	300,901
	2,837,530
	928,413
	51,455,740

	
	
	
	
	
	


16a.
Group’s Segmental Reporting on Operating Revenue, Profit and Assets (continued)

	
	3rd Quarter ended

30 September 2000
	Nine months ended

30 September 2000

	
	Operating

Revenue

RM’000
	Profit Before Tax

RM’000
	Operating

Revenue

RM’000
	Profit

Before Tax

RM’000
	Total Assets

RM’000

	Banking
	482,711
	148,313
	1,438,311
	437,415
	33,532,534

	Financing
	391,052
	158,211
	1,151,949
	423,029
	14,744,556

	Shares broking and fund management
	39,295
	8,077
	134,560
	48,009
	467,811

	Other financial services
	14,017
	3,055
	31,193
	10,605
	904,173

	
	927,075
	317,656
	2,756,013
	919,058
	49,649,074

	Consolidation adjustments
	(72,643)
	5,293
	(198,138)
	3,134
	(5,756,054)

	Associated companies
	-
	1,387
	-
	3,155
	40,345

	
	854,432
	324,336
	2,557,875
	925,347
	43,933,365

	
	
	
	
	
	


	
	3rd Quarter ended

30 September 2001
	Nine months ended

30 September 2001

	By Geographical Location
	Operating

Revenue RM’000
	Profit Before Tax

RM’000
	Operating

Revenue

RM’000
	Profit

Before Tax RM’000
	Total Assets

RM’000

	Malaysia
	886,257
	239,402
	2,567,365
	732,925
	55,516,739

	Overseas
	141,876
	60,916
	447,532
	212,880
	3,391,187

	
	1,028,133
	300,318
	3,014,897
	945,805
	58,907,926

	Consolidation adjustments
	(51,084)
	-
	(177,367)
	(19,381)
	(7,490,916)

	Associated companies
	-
	583
	-
	1,989
	38,730

	
	977,049
	300,901
	2,837,530
	928,413
	51,455,740

	
	
	
	
	
	

	
	3rd Quarter ended

30 September 2000
	Nine months ended

30 September 2000

	By Geographical Location
	Operating

Revenue

RM’000
	Profit Before Tax

RM’000
	Operating

Revenue

RM’000
	Profit

Before Tax

RM’000
	Total Assets

RM’000

	Malaysia
	772,640
	244,874
	2,311,595
	721,559
	46,771,422

	Overseas
	154,435
	72,782
	444,418
	197,499
	2,877,652

	
	927,075
	317,656
	2,756,013
	919,058
	49,649,074

	Consolidation adjustments
	(72,643)
	5,293
	(198,138)
	3,134
	(5,756,054)

	Associated companies
	-
	1,387
	-
	3,155
	40,345

	
	854,432
	324,336
	2,557,875
	925,347
	43,933,365

	
	
	
	
	
	


16a.
Group’s Segmental Reporting on Operating Revenue, Profit and Assets (continued)

The Group operations in Hong Kong, Sri Lanka, Socialist Republic of Vietnam, Cambodia, People’s Democratic Republic of Laos and Myanmar.

16b.
Segmental Reporting on Gross Loans, Advances and Financing Analysed by their Economic Purposes
	
	The Group

	
	30 September 

2001

RM’000
	
	31 December 2000

RM’000

	Agriculture
	379,905
	
	268,446

	Mining and quarrying
	24,300
	
	15,211

	Manufacturing
	2,039,308
	
	1,698,235

	Electricity, gas and water
	36,438
	
	311,713

	Construction
	1,820,390
	
	1,461,540

	Real estate
	1,157,401
	
	1,000,907

	Purchase of landed property
	8,681,648
	
	6,788,327

	 (of which: - residential

                  - non-residential)
	6,325,814

2,355,834
	
	5,289,708

1,498,619

	General commerce
	3,948,246
	
	2,978,368

	Transport, storage and communication
	1,335,457
	
	990,954

	Finance, insurance and business services
	2,067,972
	
	1,441,872

	Purchase of securities
	913,289
	
	717,961

	Purchase of transport vehicles
	5,015,573
	
	4,452,629

	Consumption credit
	2,930,264
	
	2,444,669

	Others
	1,156,192
	
	1,201,341

	Total
	31,506,383
	
	25,772,173


17.
Changes in Profit for the Quarter
The Group reported a net profit before taxation of RM300.9 million for the quarter ended 30 September 2001 as compared to RM292.3 million of the preceding quarter ended 30 June 2001.  The increase was contributed by the higher net interest income.  This was offset by the lower gains from sale of investment securities and lower income from the Islamic Banking activities.

18.
Review of Group Results
For the nine months ended 30 September 2001, the Group achieved a marginal increase in profitability of RM3.1 million to RM928.4 million.  This was primarily due to the higher business volume achieved arising from the merger of the banking business of Hock Hua Bank Berhad which was completed on 31 March 2001 and higher profits from the sale of investment securities.  This increase was offset by higher loan loss provision and lower recoveries.

The Group Profit Before Taxation declined by RM23.4 million or 7.2% as compared to previous preceding corresponding quarter.  This decline was due to the higher provision for loan loss and lower recoveries of RM60.7 million, offset by higher business volume following the merger of the banking business of Hock Hua Bank and higher profits from sale of investment securities. 

19. Prospects for the Current Financial Year

The Public Bank Group will continue to focus on its core areas of operations and maintain its prudent management of assets to achieve good asset quality and a strong balance sheet.  Barring any unforeseen circumstances, the Public Bank Group expects its performance to sustain for the rest of the financial year.

20.
Variance of actual profit from forecast profit and shortfall in profit guarantee
There was no profit forecast and profit guarantee issued.

21.
Dividend
No dividend has been proposed or declared as at this date.

22.
Capital Adequacy
The earnings for the six months ended 30 June 2001 for the Group of RM350.9 million have been included in the capital base used in the computation of the Group’s Capital Adequacy Ratio.  These earnings had been subjected to a limited review by our external auditors in accordance with Technical Bulletin 4 issued by the Malaysian Association of Certified Public Accountant.

23.
Comparative Figures 

Certain comparatives have been reclassified to conform with the current period reporting for Loans, Advances and Financing which is now reported at gross where in previous year, it was netted off by the Housing Loans Sold to Cagamas.

4

