PUBLIC BANK BERHAD

( 6463 – H )


CONDENSED FINANCIAL STATEMENTS

UNAUDITED BALANCE SHEET AS AT 31 MARCH 2003
	
	

	The Group
	31 March 

2003

RM’000
	
	31 December 

2002

RM’000

	ASSETS
	
	
	

	Cash and short term funds
	7,350,930
	
	9,932,135

	Deposits and placements with financial institutions
	1,716,355
	
	3,071,743

	Dealing securities
	4,441,339
	
	3,179,685

	Investment securities
	4,711,294
	
	4,763,980

	Loans, advances and financing
	38,894,343
	
	37,575,070

	Other assets
	628,179
	
	534,804

	Statutory deposits with Central Banks
	1,195,859
	
	1,233,909

	Investment properties
	29,273
	
	29,274

	Investment in associated companies
	46,756
	
	46,748

	Goodwill 
	470,136
	
	478,179

	Property and equipment
	916,140
	
	920,153

	TOTAL ASSETS
	60,400,604
	
	61,765,680

	LIABILITIES AND SHAREHOLDERS’ FUNDS
	
	
	

	Deposits from customers
	47,004,619
	
	47,986,206

	Deposits and placements of banks and 

other financial institutions
	1,190,104
	
	1,694,009

	Obligations on securities sold under 

repurchase agreements
	695,149
	
	819,421

	Bills and acceptances payable
	1,195,805
	
	1,135,218

	Recourse obligation on loans sold to Cagamas
	965,843
	
	983,401

	Other liabilities
	794,290
	
	775,622

	Provision for taxation and zakat
	171,215
	
	154,462

	Deferred taxation
	57,503
	
	58,898

	Total liabilities
	52,074,528
	
	53,607,237

	
	
	
	

	Share capital
	2,314,680
	
	2,314,527

	Reserves
	4,719,346
	
	4,517,469

	Shareholders’ funds
	7,034,026
	
	6,831,996

	
	
	
	

	Minority interests
	1,292,050
	
	1,326,447

	TOTAL LIABILITIES AND SHAREHOLDERS’ FUNDS
	60,400,604
	
	61,765,680

	
	
	
	

	COMMITMENTS AND CONTINGENCIES
	12,946,418
	
	12,316,066

	
	
	
	

	CAPITAL ADEQUACY
	
	
	

	Core capital ratio
	18.9%
	
	19.5%

	Risk-weighted capital ratio
	20.6%
	
	21.3%

	NET TANGIBLE ASSETS PER SHARE (RM)
	1.42
	
	1.37


CONDENSED FINANCIAL STATEMENTS

UNAUDITED INCOME STATEMENTS 

FOR THE 1st QUARTER ENDED 31 MARCH 2003

The Group

	
	1st Quarter ended
	
	Cumulative Quarter

	
	31 March 2003

RM’000
	
	31 March 2002

RM’000
	
	31 March 2003

RM’000
	
	31 March 2002

RM’000

	Operating revenue
	1,036,694
	
	966,828
	
	1,036,694
	
	966,828

	
	
	
	
	
	
	
	

	Interest income
	821,987
	
	781,591
	
	821,987
	
	781,591

	Interest expense
	(309,044)
	
	(297,821)
	
	(309,044)
	
	(297,821)

	Net interest income
	512,943
	
	483,770
	
	512,943
	
	483,770

	Net income from Islamic Banking operations:
	
	
	
	
	
	
	

	Net financing income
	66,285
	
	39,757
	
	66,285
	
	39,757

	Other Islamic banking income
	1,252
	
	605
	
	1,252
	
	605

	
	580,480
	
	524,132
	
	580,480
	
	524,132

	Non-interest income
	127,221
	
	146,058
	
	127,221
	
	146,058

	Net income
	707,701
	
	670,190
	
	707,701
	
	670,190

	Staff costs and overheads
	(271,657)
	
	(273,510)
	
	(271,657)
	
	(273,510)

	Operating profit
	436,044
	
	396,680
	
	436,044
	
	396,680

	Allowances for losses on loans, advances and financing
	(100,534)
	
	(66,940)
	
	(100,534)
	
	(66,940)

	
	335,510
	
	329,740
	
	335,510
	
	329,740

	Share of results of associated companies
	678
	
	575
	
	678
	
	575

	Profit before tax expense and zakat
	336,188
	
	330,315
	
	336,188
	
	330,315

	Tax expense and zakat
	(99,546)
	
	(99,062)
	
	(99,546)
	
	(99,062)

	Profit after tax expense before minority interests
	236,642
	
	231,253
	
	236,642
	
	231,253

	Minority interests
	(34,354)
	
	(42,219)
	
	(34,354)
	
	(42,219)

	Profit attributable to shareholders
	202,288
	
	189,034
	
	202,288
	
	189,034

	
	
	
	
	
	
	
	

	Earnings per 50 sen share:

- basic (sen) 

- diluted (sen)
	4.37

4.36
	
	4.12

4.12
	
	4.37

4.36
	
	4.12

4.12


CONDENSED FINANCIAL STATEMENTS

UNAUDITED CONDENSED STATEMENT OF CHANGES IN EQUITY 

FOR THE 1st QUARTER ENDED 31 MARCH 2003

	
	Issued and fully paid ordinary shares of

RM0.50 each
	Non-distributable

Reserves
	Distributable

Reserves
	

	The Group
	Number of shares

‘000
	Share Capital

RM’000
	Share Premium

RM’000
	Other Reserves

RM’000
	Retained Profits 

RM’000
	Total

RM’000

	
	
	
	
	
	
	
	

	At 1 January 2003 
	
	4,629,054
	2,314,527
	676,448
	1,780,499
	2,060,522
	6,831,996

	Issue of shares 

· exercise of share options
	
	306
	153
	257
	-
	-
	410

	Currency translation differences
	
	-
	-
	-
	(668)
	-
	(668)

	Net profit for the period
	
	-
	-
	-
	-
	202,288
	202,288

	At 31 March 2003
	
	4,629,360
	2,314,680
	676,705
	1,779,831
	2,262,810
	7,034,026

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	At 1 January 2002 
	
	3,667,638
	1,833,819
	1,066,895
	1,483,791
	1,887,466
	6,271,971

	Issue of shares 

-
exercise of share options
	
	2,050
	1,025
	1,579
	-
	-
	2,604

	Cost incurred for the issuance of shares
	
	-
	-
	(87)
	-
	-
	(87)

	Currency translation differences
	
	-
	-
	-
	(17,006)
	
	(17,006)

	Net profit for the period
	
	-
	-
	-
	-
	189,034
	189,034

	At 31 March 2002
	
	3,669,688
	1,834,844
	1,068,387
	1,466,785
	2,076,500
	6,446,516


CONDENSED FINANCIAL STATEMENTS

UNAUDITED CONDENSED CASH FLOW STATEMENT

FOR THE 1st QUARTER ENDED 31 MARCH 2003
	The Group
	

	
	Three months ended

	
	31 March 2003

RM’000


	
	31 March 

2002

RM’000

	Profit before tax expense and zakat
	336,188
	
	330,315

	Adjustment for non-operating and non-cash items 
	144,942
	
	116,689

	Operating profit before changes in working capital
	481,130
	
	447,004

	Changes in working capital
	
	
	

	Net changes in operating assets
	(1,406,192)
	
	(2,444,880)

	Net changes in operating liabilities
	(1,590,275)
	
	2,756,397

	Tax expense and zakat paid
	(82,792)
	
	(161,894)

	Net cash (outflow)/inflow from operating activities
	(2,598,129)
	
	596,627

	
	
	
	

	Net cash inflow/(outflow) from investing activities
	16,514
	
	(1,390,489)

	Net cash inflow from financing activities
	410
	
	2,517

	
	16,924
	
	(1,387,972)

	
	
	
	

	Net change in cash and cash equivalents
	(2,581,205)
	
	(791,345)

	Cash and cash equivalents at beginning of the period
	9,932,135
	
	7,484,090

	Cash and cash equivalents at end of the period
	7,350,930
	
	6,692,745

	
	
	
	


PUBLIC BANK BERHAD

(6463 – H)

CONDENSED FINANCIAL STATEMENTS

EXPLANATORY NOTES
A1.
Basis of Preparation

The condensed financial statements for the 1st financial quarter ended 31 March 2003 are unaudited and have been prepared in accordance with Accounting Standard MASB 26 (Interim Financial Reporting) issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9, part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.  

The accounting policies and methods of computation applied in the condensed financial statements of the Public Bank Group (“the Group”) are consistent with those applied in the latest audited annual financial statements.

A2.
Audit Report

The audit report of the latest audited annual financial statements was not subject to any qualification.

A3.
Seasonal and Cyclical Factors

During the 1st financial quarter ended 31 March 2003, the operations of the Group were not materially affected by any factor of a seasonal or cyclical nature.  

A4.
Items Affecting Net Income and Cash Flow
There were no unusual items affecting the assets, liabilities, shareholders’ funds, net income or cash flows of the Group during the 1st financial quarter ended 31 March 2003.

A5.
Changes In Estimates
There was no material change in estimates of amounts reported in the preceding quarters of 2002 as well as in prior financial years that have a material effect on the 1st financial quarter ended 31 March 2003.

A6.
Issuance and Repayments

During the 1st financial quarter ended 31 March 2003, the issued and paid-up share capital of Public Bank was increased from 4,629,054,106 ordinary shares of RM0.50 each in PBB (“PBB Shares”) to 4,629,360,422 PBB Shares by the issue of:

New PBB Shares pursuant to the exercise of options granted under the Public Bank Berhad Employees’ Share Option Scheme at the following option prices:

	Number of PBB Shares issued:
	Option price per share:

	224,816
	RM1.02

	81,500
	RM2.22


There was no repayment of debt or equity shares, share buy-back or share cancellation.  There was no share buy-back of shares which are held as treasury shares or resale of treasury shares during the 1st financial quarter ended 31 March 2003.

A7.
Dividends Paid
No dividend was paid during the 1st financial quarter ended 31 March 2003.

A8a.
Segment Information on Operating Revenue, Profit Before Tax Expense and Total Assets

By Business Segments

	
	1st Quarter ended

31 March 2003

	
	Operating

Revenue

RM’000
	Profit Before Tax Expense

RM’000
	Total

Assets
RM’000

	Retail operations
	913,489
	299,005
	50,371,940

	Treasury and capital markets operations
	158,499
	32,196
	3,367,445

	Corporate lending
	56,861
	18,737
	3,472,452

	Investment banking
	14,156
	4,866
	1,884,779

	Share broking and fund management 
	31,042
	15,186
	284,160

	Others
	889
	2,397
	221,088

	
	1,174,936
	372,387
	59,601,864

	Inter-segment elimination
	(138,242)
	-
	-

	
	1,036,694
	372,387
	59,601,864

	Unallocated expenses
	-
	(30,352)
	-

	Unallocated assets
	-
	-
	281,848

	(Amortisation of goodwill)/Goodwill
	-
	(6,525)
	470,136

	Investment in associated companies
	-
	678
	46,756

	
	
	
	

	
	1,036,694
	336,188
	60,400,604

	
	
	
	


Inter-segment pricing is determined based on a negotiated basis.

As the reporting of segment information by business segments was only implemented in financial quarter ended 30 September 2002 under the adoption of MASB 26, Interim Financial Reporting, the information for the previous corresponding quarter was not presented.

A8a.
Segment Information on Operating Revenue, Profit Before Tax Expense and Total Assets (continued)


By Geographical Segments

	
	1st Quarter ended

	31 March 2003
	Operating

Revenue RM’000
	Profit Before Tax Expense

RM’000
	Total

Assets

RM’000

	Malaysia
	921,704
	302,494
	57,550,083

	Overseas
	114,990
	33,694
	2,850,521

	
	1,036,694
	336,188
	60,400,604

	
	
	
	

	31 March 2002
	

	Malaysia
	842,229
	288,198
	53,505,188

	Overseas
	124,599
	42,117
	2,469,996

	
	966,828
	330,315
	55,975,184

	
	
	
	


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

A8b.
Segment Information on Gross Loans, Advances and Financing Analysed by Economic Purposes 
	
	31 March 

2003

RM’000
	
	31 December 2002

RM’000

	Agriculture
	425,340
	
	426,068

	Mining and quarrying
	37,920
	
	36,587

	Manufacturing
	2,351,137
	
	2,312,839

	Electricity, gas and water
	153,759
	
	224,559

	Construction
	2,059,740
	
	2,043,803

	Real estate
	1,123,321
	
	1,080,900

	Purchase of landed property
	12,068,850
	
	11,405,268

	(of which: - residential

                  - non-residential)
	8,587,764

3,481,086
	
	8,136,804

3,268,464

	General commerce
	4,548,024
	
	4,542,146

	Transport, storage and communication
	389,792
	
	387,188

	Finance, insurance and business services
	2,244,911
	
	2,441,214

	Purchase of securities
	703,015
	
	735,266

	Purchase of transport vehicles
	9,913,258
	
	9,084,315

	Consumption credit
	3,343,044
	
	3,337,265

	Others
	989,538
	
	973,321

	Total
	40,351,649
	
	39,030,739


A9.
Property and Equipment

The Group’s property and equipment are stated at cost less accumulated depreciation. The valuation of certain land and buildings have been brought forward without amendment from the latest audited annual financial statements.

A10.
Events subsequent to the Balance Sheet Date
There was no material event subsequent to the balance sheet date that have not been reflected in this condensed financial statements.  

A11.
Changes in the Composition of the Group

There was no significant change in the composition of the Group for the 1st financial quarter ended 31 March 2003.

A12.
Commitments and Contingencies
In the normal course of business, the Group makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions. The commitments and contingencies are not secured against the Group’s assets.

The risk-weighted exposures of the Group as at the following dates were as follows :
	
	
	31 March 2003
	
	31 December 2002

	
	
	Principal

Amount

RM’000
	
	Credit

Equivalent

Amount*

RM’000
	
	Principal

Amount

RM’000
	
	Credit

Equivalent

Amount*

RM’000

	Direct credit substitutes
	
	801,378
	
	801,378
	
	761,146
	
	761,146

	Certain transaction-related

contingent items
	
	331,050
	
	165,525
	
	335,322
	
	167,661

	Short term self-liquidating

trade-related contingencies
	
	434,625
	
	86,925
	
	434,583
	
	86,917

	Forward assets purchased
	
	272,297
	
	272,297
	
	10,099
	
	10,099

	Obligations under

underwriting agreement
	
	5,032
	
	2,516
	
	23,272
	
	11,636

	Irrevocable commitments

to extend credit :
	
	
	
	
	
	
	
	

	- maturity exceeding one year
	
	2,566,094
	
	1,283,047
	
	2,463,923
	
	1,231,962

	- maturity not exceeding one year
	
	6,305,217
	
	-
	
	5,918,432
	
	-

	Forward placements
	
	19,000
	
	-
	
	-
	
	-

	Forward exchange contracts
	
	
	
	
	
	
	
	

	- less than one year
	
	1,194,584
	
	16,069
	
	1,410,567
	
	18,175

	Interest rate related contracts
	
	
	
	
	
	
	
	

	- less than one year
	
	53,374
	
	38
	
	38,000
	
	95

	- one year to less than five years
	
	364,800
	
	9,348
	
	440,800
	
	10,108

	- five years and above
	
	598,967
	
	43,918
	
	478,549
	
	34,412

	Others
	
	-
	
	-
	
	1,373
	
	1,373

	
	
	12,946,418
	
	2,681,061
	
	12,316,066
	
	2,333,584


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

A13.
Off-Balance Sheet Financial Instruments
Details of financial instruments of the Group with off-balance sheet risk as at 31 March 2003 :

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

	Foreign exchange related contracts
	
	
	
	
	
	
	

	- forward
	344,244
	194,804
	77,991
	35,597
	35,852
	-
	-

	- futures
	-
	-
	-
	-
	-
	-
	-

	- swaps
	850,340
	576,886
	159,454
	114,000
	-
	-
	-

	- options
	-
	-
	-
	-
	-
	-
	-

	Sub total
	1,194,584
	771,690
	237,445
	149,597
	35,852
	-
	-

	Interest rate related contracts
	
	
	
	
	
	
	

	- swaps
	1,017,141
	471,374
	545,767
	-
	-
	-
	-

	Total
	2,211,725
	1,243,064
	783,212
	149,597
	35,852
	-
	-


The Group does not have any transaction in respect of equity and commodity related contracts.  Foreign exchange and interest rate 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 31 March 2003 the amount of contracts which were not hedged in the Group and hence exposed to market risk was RM168,806,000 (31 December 2002 : RM140,917,000).

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 in a contract. As at 31 March 2003, the amount of credit risk in the Group, measured in terms of the cost to replace the profitable contracts, was RM2,946,000 (31 December 2002 : RM3,476,000).  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.

A13.
Off-Balance Sheet Instruments (continued)

Related Accounting Policies
Foreign exchange related contracts
Outstanding foreign exchange related 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.

B1.
Review of Performance
The Group’s operating profit for the 1st quarter ended 31 March 2003 of RM436.0 million was RM39.3 million or 10% higher when compared to the corresponding period in 2002 of RM396.7 million.  This increase was primarily from higher net interest income and income from Islamic banking operations as a result of the growth in loan achieved in the current period as well as in the previous year.  This increase was offset by higher allowances for losses on loans, advances and financing of RM33.6 million arising from lower write back of specific allowances and higher general allowances.  With this, the pre-tax profit increased by RM5.9 million to RM336.2 million.

The Group achieved a strong annualised loans growth of 13.5% or RM1.32 billion to RM40.35 billion as at 31 March 2003.  The Group’s net non performing ratio of 2.3% as at 31 March 2003 continued to remain well below the banking system of 7.0% as at 31 March 2003. 

The Group’s commercial bank, Public Bank, recorded a pre-tax profit for the 1st financial quarter ended 31 March 2003 of RM180.8 million and was 10% lower than the pre-tax profit of RM201.2 million achieved in the previous corresponding period. This was mainly due to higher dividend income from subsidiary companies in the previous corresponding quarter of RM38.1 million.  Excluding the effect of the dividend income from subsidiary companies, the Bank’s pre-tax profit grew by RM17.7 million or 12%.  This increase was contributed by higher net income of RM19.0 million arising from the loans growth achieved and lower operating expenses of RM14.9 million.  This increase was partially offset by higher allowances for losses on loans, advances and financing of RM16.2 million.  

Public Finance, the Group’s domestic financing operations achieved a pre-tax profit of RM101.4 million for the 1st financial quarter ended 31 March 2003, a marginal increase of RM0.4 million when compared to the corresponding period in 2002 of RM101.0 million.  This marginal increase was contributed by higher operating income which was offset by higher operating expenses as well as higher allowances for losses on loans, advances and financing.  The overseas operations of the Group recorded a decline in pre-tax profit from RM42.1 million to RM33.7 million due to the lower net interest income from the reduction in gross loans, advances and financing. 

B2.
Variation of Results Against Preceding Quarter
There was no significant variance in the profit before tax expense and zakat for the current quarter as compared to the preceding quarter ended 31 December 2002.

B3.
Current Year Prospects

The Public Bank Group expects the banking business environment to remain challenging and competitive in 2003 with the excess liquidity in the banking system and the continued disintermediation of bank lending by the capital market.  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 Group’s prospects are expected to be satisfactory in line with the current economic conditions.

B4.
Profit Forecast
There was no profit forecast or profit guarantee issued by the Group.

B5.
Tax Expense and Zakat


The analysis of the tax expense and zakat for the 1st financial quarter ended 31 March 2003 were as follows:

	
	
	1st Quarter ended
	
	Cumulative Quarter 

	
	
	31 March 2003

RM’000
	
	31 March 2002

RM’000
	
	31 March 2003

RM’000
	
	31 March 2002

RM’000

	Malaysian Income Tax
	
	92,754
	
	89,685
	
	92,754
	
	89,685

	Overseas Income Tax
	
	5,147
	
	5,704
	
	5,147
	
	5,704

	Transfer from deferred taxation
	
	-
	
	239
	
	-
	
	239

	
	
	97,901
	
	95,628
	
	97,901
	
	95,628

	Under provision in prior years
	
	
	
	
	
	
	
	

	- Malaysian income tax
	
	1,603
	
	3,454
	
	1,603
	
	3,454

	- Overseas income tax
	
	-
	
	(37)
	
	-
	
	(37)

	
	
	99,504
	
	99,045
	
	99,504
	
	99,045

	Share of tax expense of associated companies
	
	27
	
	17
	
	27
	
	17

	
	
	99,531
	
	99,062
	
	99,531
	
	99,062

	Zakat
	
	15
	
	-
	
	15
	
	-

	
	
	99,546
	
	99,062
	
	99,546
	
	99,062


The Group’s effective tax rate for the 1st financial quarter ended 31 March 2003 was higher than the statutory tax rate due to non-deductibility of certain expenses.

B6.
Unquoted Investments and Properties

There was no sale of unquoted investments and properties for the 1st financial quarter ended 31 March 2003 other than in the ordinary course of business.

B7.
Quoted Securities

Financial institutions are exempted from the disclosure requirements relating to quoted securities.

B8.
Status of Corporate Proposals Announced but Not Completed

(a)
In 2002, HHB Holdings Berhad (“HHB”), a wholly owned subsidiary of Public Bank Berhad (“PBB”) had proposed the following:

(i) Proposed acquisition by HHB of a total of 5,100,000 ordinary shares of RM1.00 each in Public Mutual Berhad (formerly known as Kuala Lumpur Mutual Fund Berhad) (“Public Mutual”) representing 85% of the issued and paid-up share capital of Public Mutual from Public Consolidated Holdings Sdn Bhd and Business Premium Sdn Bhd for a total cash consideration of RM217,617,000 or RM42.67 per ordinary share of RM1.00 each in Public Mutual; 

(ii) Proposed issuance by HHB of up to 62,700,000 new ordinary shares of RM1.00 each in HHB (“HHB Shares”) at par for cash by way of private placement to PBB, the parent company and sole shareholder of HHB; and

(iii) Proposed restricted offer for sale by PBB of up to 47,500,000 HHB Shares to bumiputera investors to be identified, eligible agents of Public Mutual and Directors of HHB and Public Mutual and eligible employees of Public Mutual at an indicated offer price of RM1.50 each. 

(collectively known as the “Proposed HHB Corporate Exercise”)

On 28 February 2003, HHB announced that the Board of Directors of HHB had re-considered the commercial merits of proceeding with the implementation of the Proposed HHB Corporate Exercise and had arrived at a decision not to proceed with the Proposed HHB Corporate Exercise.  The decision was taken in view of the prevailing weak equity market sentiments.  With the decision not to proceed, HHB would need to address its obligations pursuant to Paragraph 8.15 (on “Compliance with shareholding spread requirement”) and Paragraph 8.16 (on “Level of operations”) of the Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”) to warrant continued listing and trading of HHB Shares on the Main Board of KLSE.  The Board of Directors of HHB will be looking into proposals to fulfil these obligations and developments in respect of this will be announced later. 

B8.
Status of Corporate Proposals Announced but Not Completed (continued)

On 31 March 2003, HHB had announced that upon application by HHB to KLSE, KLSE had granted an extension of time of six months from 28 February 2003 to 27 August 2003 for HHB to make the requisite announcement pursuant to the requirements of Practice Note 10/2001 (on “Level of operations”) and Paragraph 8.15 (on “Compliance with shareholding spread requirement”) of the Listing Requirements of KLSE.

(b)
On 6 November 2002 and 12 December 2002, PBB and Public Finance Berhad (“PFB”) announced the following proposals:

(i) the proposed privatisation of PFB by way of a scheme of arrangement under Section 176 of the Companies Act, 1965 (“Act”) between PFB and its shareholders, other than PBB (“Scheme of Arrangement”), whereby:

(a)
PBB will acquire all the remaining ordinary shares of RM1.00 each in PFB (“PFB Shares”) not already owned by PBB by the issuance of up to 406,037,847 new PBB Shares to be listed and quoted as “Local” on the Main Board of KLSE (“PBB Local Shares”) in exchange for up to 135,345,949 PFB Shares on the basis of three (3) new PBB Local Shares for every one (1) existing PFB Share held by the shareholders of PFB, other than PBB, (“Proposed Share Exchange”) on the entitlement date for the Proposed Share Exchange to be determined and announced later; and

(b)
PFB proposes to declare a special gross dividend of 138.9% subject to a tax deduction of 28% prior to the completion of the Proposed Share Exchange (“Proposed PFB Special Dividend”).  The Proposed PFB Special Dividend, net of tax, amounts to RM1.00 per PFB Share.  

The Proposed Share Exchange and Proposed PFB Special Dividend are collectively referred to as the Proposed PFB Privatisation; and

(ii) a proposed bonus issue by PBB of up to 1,346,173,735 new PBB Shares to be credited as fully paid-up on the basis of one (1) new PBB Share for every four (4) existing PBB Shares held, conditional upon and after the completion of the Proposed PFB Privatisation (“Proposed PBB Bonus Issue”).

The Proposed PFB Privatisation and Proposed PBB Bonus Issue are conditional upon the following approvals being obtained:

(i)
the Minister of Finance for the increase in PBB’s equity in PFB to 100% pursuant to the Proposed Share Exchange, which was obtained on 24 December 2002;

(ii)
Bank Negara Malaysia for the Proposed PFB Special Dividend, the Proposed PBB Bonus Issue and for the increase in PBB’s issued and paid-up share capital pursuant to the Proposed Share Exchange, which were obtained on 24 December 2002;

B8.
Status of Corporate Proposals Announced but Not Completed (continued)

(iii)
Securities Commission for the Proposed PFB Privatisation, Proposed PBB Bonus Issue and the listing of and quotation for the new PBB Shares to be issued pursuant to the Proposed Share Exchange and the Proposed PBB Bonus Issue on the Main Board of KLSE which was obtained on 27 January 2003;

(iv)
Foreign Investment Committee for the Proposed Share Exchange which was obtained on 28 February 2003;

(v)
KLSE for the listing of and quotation for the new PBB Shares to be issued and allotted pursuant to the Proposed Share Exchange and the Proposed PBB Bonus Issue on the Main Board of KLSE; 

(vi)
the shareholders of PBB for the Proposed Share Exchange and Proposed PBB Bonus Issue which was obtained on 18 April 2003;

(vii)
the shareholders of PFB for the Scheme of Arrangement which was obtained on 11 April 2003;

(viii)
the sanction of the High Court of Malaya for the Scheme of Arrangement pursuant to Section 176 of the Act which was obtained on 30 April 2003; and

(ix) any other relevant authorities.

B9.
Deposits and Placement of Customers and Financial Institutions
	
	31 March 

2003

RM’000
	
	31 December

2002

RM’000

	Deposits from customers

- Fixed deposits and negotiable instruments of deposits
	
	
	

	

One year or less
	32,042,470
	
	32,499,042

	

More than one year
	323,142
	
	735,471

	- Savings deposits

- Demand deposits

- Others
	8,457,097

5,897,296

284,614
	
	8,112,184

6,342,339

297,170

	
	47,004,619
	
	47,986,206

	Deposits and placements of banks and other financial institutions
	
	
	

	

One year or less
	1,190,104
	
	1,694,009

	

More than one year
	-
	
	-

	
	1,190,104
	
	1,694,009

	
	48,194,723
	
	49,680,215


B10.
Off Balance Sheet Financial Instruments
Please refer to note A13.

B11.
Changes in Material Litigation
The Group does not have any material litigation which would materially and adversely affect the financial position of the Group.

B12.
Proposed Dividends
No dividend has been proposed or declared for the 1st financial quarter ended 31 March 2003.

B13.
Earnings Per Share (EPS)

Basic

The calculation of the basic earnings per share of the Group, which is based on the profit attributable to shareholders and the weighted average number of PBB shares outstanding during the period, is set out as follows:

	
	1st Quarter ended
	
	Cumulative Quarter

	
	31 March 2003

RM’000
	
	31 March 2002

RM’000
	
	31 March 2003

RM’000
	
	31 March 2002

RM’000

	Profit attributable to shareholders
	202,288
	
	189,034
	
	202,288
	
	189,034

	
	
	
	
	
	
	
	

	
	‘000
	
	‘000
	
	‘000
	
	‘000

	Weighted average number of PBB Shares
	
	
	
	
	
	
	

	Issued at the beginning of the period
	4,629,054
	
	3,667,638
	
	4,629,054
	
	3,667,638

	Effect of share options exercised during the period
	61
	
	455
	
	61
	
	455

	Effect of bonus issue
	-
	
	917,023
	
	-
	
	917,023

	
	4,629,115
	
	4,585,116
	
	4,629,115
	
	4,585,116

	
	
	
	
	
	
	
	


B13.
Earnings Per Share (EPS) (continued)

Diluted

The calculation of the diluted earnings per share of the Group, which is based on the profit attributable to shareholders and the weighted average number of PBB shares outstanding during the period, is set out as follows:

	
	1st Quarter ended
	
	Cumulative Quarter

	
	31 March 2003

RM’000
	
	31 March 2002

RM’000
	
	31 March 2003

RM’000
	
	31 March 2002

RM’000

	Profit attributable to shareholders
	202,288
	
	189,034
	
	202,288
	
	189,034

	
	
	
	
	
	
	
	

	
	‘000
	
	‘000
	
	‘000
	
	‘000

	Weighted average number of PBB Shares (diluted)
	
	
	
	
	
	
	

	Weighted average number of PBB Shares
	4,629,115
	
	4,585,116
	
	4,629,115
	
	4,585,116

	Effect of unexercised share options
	7,483
	
	5,784
	
	7,483
	
	5,784

	
	4,636,598
	
	4,590,900
	
	4,636,598
	
	4,590,900


B14.
Comparative Figures
The following comparatives have been restated to reflect the change in accounting policy for goodwill which was effected in the latest audited annual financial statements:

	
	As restated

RM’000
	
	As previously reported

RM’000

	Balance sheet as at 31 March 2002
	
	
	

	Goodwill
	455,376
	
	478,874

	Reserves
	4,611,672
	
	4,635,170

	
	
	
	

	Income statement for the 1st financial quarter ended 31 March 2002
	
	
	

	Overhead expenses
	273,510
	
	267,157

	Profit before tax expense and zakat
	330,315
	
	336,668

	
	
	
	

	Statement of changes in equity
	
	
	

	Net profit for the period
	189,034
	
	195,387

	
	
	
	


10
The Condensed Financial Statements should be read in conjunction with the audited annual financial statements of the Group for the year ended 31 December 2002.


