MALAYSIAN PLANTATIONS BERHAD

FIRST FINANCIAL QUARTER ENDED 30 JUNE 2004


[A]
Notes to The Interim Financial Report 

	A1.
	Basis of Accounting and Accounting Policies



	
	The interim financial report of the Malaysian Plantations Berhad (“MPlant”) Group is prepared in accordance with Malaysian Accounting Standard Board (“MASB”) 26 Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements.



	
	The accounting policies and methods of computations adopted by the Group are consistent with those adopted in the annual audited financial statements for the financial year ended 31 March 2004.



	A2.
	Declaration of Audit Confirmation



	
	The annual audit report on the financial statements of the financial year ended 31 March 2004 did not contain any qualification.



	A3.
	Seasonal and Cyclical Factors



	
	The business operations of the Group are generally not affected by any seasonal or cyclical factors.



	A4.
	Nature And Amount Of Items Affecting Assets, Liabilities, Equity, Net Income Or Cash Flows That Are Unusual Because Of Their Nature, Size Or Incidence



	
	The assets, liabilities, equity, net income and cash flows of the Group for the financial period ended 30 June 2004 were not substantially affected by any item of a material and unusual nature.



	A5.
	Changes In Estimates



	
	There were no material changes in the estimate amounts reported in prior financial year that may have a material effect in the current interim period.



	A6.
	Changes In Debt And Equity Securities



	
	There were no issuance nor repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 June 2004 other than the following:



	
	(a)
	During the period ended 30 June 2004, the issued and paid-up share capital of the Company was increased from RM1,162,590,876 to RM1,162,591,454 by way of the issuance of 578 new ordinary shares of RM1.00 each from the exercise of 578 warrants  2002/2007.



	
	
	

	A7.
	Dividend Paid



	
	There was no dividend paid during the financial period ended 30 June 2004.



	A8.
	Segment Information



	
	Please refer to Appendix 1.



	A9.
	Valuation Of Property, Plant And Equipment



	
	Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. The valuation of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.



	A10.
	Material Events Subsequent To The Balance Sheet Date



	
	There were no material events subsequent to the end of the period reported.



	A11.
	Changes In The Composition Of The Group

There were no changes in the Group’s composition for the current quarter ended 30 June 2004.



	
	
	

	A12.
	Changes In Contingent Liabilities Or Contingent Assets



	
	Please refer to Note B10.


[B]
Additional Information Required By The Bursa Securities Listing Requirements

	B1.
	Review of Performance



	
	For the current quarter under review, the Group’s profit before taxation increased by 10.2% to RM76.7 million from RM69.6 million in the previous corresponding period ended 30 June 2003. The improvement was mainly due to higher net interest income and lower loan loss provision mainly contributed by Alliance Bank, Alliance Merchant and Alliance Finance (“the banking subsidiaries”) in the current quarter.



	B2.
	Comparisons With Preceding Quarter’s Results



	
	The Group’s profit before tax of RM76.7 million for the first quarter ended 30 June 2004 was 45.7% higher than the profit before tax of RM52.6 million for the preceding quarter ended 31 March 2004. The favourable results were attributable to increase in non-interest income and lower provision for diminution in value of investment securities by the banking subsidiaries in the current quarter.



	B3.
	Current Year Prospects 



	
	The operating results of the Group are expected to improve for the current financial  year ending 31 March 2005 with better performance from the banking subsidiaries.



	B4.
	Profit Forecast



	
	There was no profit forecast issued by the Group.

	B5.
	Taxation / Deferred Taxation



	
	
	1st Quarter ended
	Cumulative Quarter

	
	
	30.6.2004
	30.6.2003
	30.6.2004
	30.6.2003

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Company and subsidiaries:-
	
	
	
	

	
	- Current
	23,455
	19,938
	23,455
	19,938



	
	
	23,455

=======
	19,938

==========
	23,455

==========
	19,938

========



	
	The tax charge of the Group in the current year is slightly higher than the statutory rate due to the ineligibility for tax deduction of certain expenses.



	B6.
	Profit/(Loss) On Sale Of Unquoted Investment Or Properties



	
	There was no material profit/(loss) on sale of unquoted investment or properties for the 1st
quarter and the financial period ended 30 June 2004 other than in the ordinary course of business.



	B7.
	Purchase And Disposal Of Quoted Securities



	
	There was no purchase or disposal of quoted securities for the 1st quarter ended 30 June 2004, other than investments held by Alliance Bank and its subsidiaries whose activities are regulated by law relating to banking or finance companies and are subject to supervision by Bank Negara Malaysia.



	B8.
	Status Of Corporate Proposals



	
	(a)
	Proposed  acquisition of the following acquiree companies (“Acquiree Companies”) by Alliance Merchant Bank Berhad (“Alliance Merchant”), an indirect wholly-owned subsidiary of MPlant, from Kuala Lumpur City Corporation Berhad (“KLCCB”) and Assedina Sdn Bhd (“Assedina”) for a total cash consideration of RM273 million: 



	
	
	(i)
	100% equity interest of Kuala Lumpur City Securities Sdn Bhd (“KLCS”) and its subsidiary companies namely:

· 100% equity interest of KLCS Asset Management Sdn Bhd;

· 94.94% equity interest of KLCity Unit Trust Berhad (“KLCUT”);

· 100% equity interest of Kuala Lumpur City Nominees (Tempatan) Sdn Bhd;

· 100% equity interest of Kuala Lumpur City Nominees (Asing) Sdn Bhd;

	
	
	(ii)
	100% equity interest of KLCS Futures Sdn Bhd;

	
	
	(iii)
	100% equity interest of KLCity Research Sdn Bhd;

	
	
	(iv)
	100% equity interest of KLCity Ventures Sdn Bhd; and

	
	
	(v)
	100% equity interest of KL City Asset Management (L) Limited

	
	
	(collectively known as “Proposed Acquisitions”)



	
	
	On 23 July 2003, MPlant announced that Alliance Merchant will commence negotiations with KLCCB for the acquisition of 100% of the equity interest in KLCS.

Subsequently, MPlant announced on 21 November 2003 that Alliance Merchant had on 4 November 2003, made an indicative proposal to KLCCB for the acquisition of the Acquiree Companies.

On 31 May 2004, MPlant announced that Bank Negara Malaysia (“BNM”) had via its letter dated 31 May 2004 approved the Proposed Acquisitions pursuant to Section 29 of Banking and Financial Institutions Act, 1989 which restricts licensed institutions from establishing or acquiring any subsidiary in or outside Malaysia without the prior written consent of BNM.

On 4 June 2004, MPlant announced that Alliance Merchant had on the same date entered into a conditional Sale and Purchase Agreement with KLCCB and Assedina to acquire the Acquiree Companies. The Acquiree Companies comprise the securities, unit trust, asset management and futures broker businesses of KLCCB.

On 6 August 2004, MPlant announced that KLCCB had informed Alliance Merchant that KLCS’s equity interest in KLCUT had increased to 94.94% pursuant to further acquisition by KLCS of 252,500 shares in KLCUT. The increase in KLCS’s shareholding in KLCUT does not have any impact or effect on the purchase consideration payable by Alliance Merchant for the Proposed Acquisitions as the purchase consideration has taken into consideration all assets held by KLCS, which includes its investment in other companies.

In its approval letter for the Proposed Acquisitions, BNM imposed the following conditions:



	
	
	(a)

(b)


	Any loan granted by the Acquiree Companies to KLCCB and Assedina is to be settled within six (6) months from the date of the acquisition of the Acquiree Companies by Alliance Merchant.

As at 30 June 2004, the total loan granted by the Acquiree Companies to KLCCB amounted to RM59.01 million; and 

Alliance Merchant must ensure that the Proposed Acquisitions will not have any adverse impact on its capital position.



	
	
	The applications in relation to the Proposed Acquisitions had been submitted to the Securities Commission (“SC”), Foreign Investment Committee (via SC) and Labuan Offshore Financial Services Authority on 9 July 2004 and the approvals are currently pending.

An Extraordinary General Meeting of MPlant will be held on 26 August 2004 to consider and if thought fit, approve the Proposed Acquisitions.



	
	(b)
	Listing of Alliance Merchant on the Main Board of Bursa Securities (“Proposed Listing”)



	
	
	On 6 July 2004, MPlant announced its intention to list Alliance Merchant on the Main Board of Bursa Securities. 

The Proposed Listing will enable Alliance Merchant to tap into the equity market for its future expansion and position itself as a premier investment banking group in Malaysia, and at the same time unlock value within the MPlant Group thereby enhancing shareholders’ value.

Further details of the Proposed Listing will be announced upon finalisation.


	B9
	Group Borrowings, Deposits And Placements Of Banks And Other Financial Institutions And Debts Securities



	
	Total group borrowings as at 30 June 2004 are as follow:



	
	
	
	RM’000

	
	Long Term Borrowings
	
	

	
	Subordinated Bonds 
	
	507,471



	
	Total deposits and placements of banks and other financial institutions as at 30 June 2004 are as follows:-



	
	Deposits from Customers
	
	RM’000

	
	Fixed Deposit and negotiable instruments of deposits
	
	

	
	
	One year or less (short term)
	
	12,027,081

	
	
	More than one year (medium/long-term)
	
	618,755

	
	
	
	12,645,836

	
	Others
	
	5,001,282

	
	
	
	17,647,118



	
	Deposits and Placements with Financial Institutions
	
	

	
	
	One year or less (short term)
	
	861,364

	
	
	More than one year (medium/long-term)
	
	                -

	
	
	
	
	861,364




	B10.
	Commitments And Contingencies

In the normal course of business, the banking subsidiaries make various commitments and incur certain contingent liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions.



	
	(a) Risk Weighted Exposures of the Group as at 



	
	
	30.6.2004
	31.3.2004

	
	
	Principal Amount

RM’000
	Credit 

Equivalent Amount*

RM’000
	Principal Amount

RM’000
	Credit Equivalent Amount*

RM’000

	
	
	
	
	
	

	
	Direct credit substitutes


	570,411
	570,410
	633,119
	633,119

	
	Certain transaction-related contingent items
	746,442
	373,221
	690,489
	345,244



	
	Short-term self-liquidating trade related contingencies


	168,866
	33,773
	162,323
	32,465

	
	Irrevocable commitments to extend credit:-
	
	
	
	

	
	- maturity exceeding one year
	534,301
	221,151
	509,040
	 254,520

	
	- maturity not exceeding one year
	4,176,327
	-
	3,813,396
	-

	
	Foreign exchange related contracts less than one year


	523,771
	6,507
	495,091
	5,181

	
	Underwriting liabilities


	26,118
	13,059
	57,245
	28,623

	
	Other commitments and contingencies
	343,558
	-
	318,356
	-



	
	Total
	7,089,794


	1,218,121


	6,679,059


	1,299,152




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

Commitments And Contingencies – Cont’d

(b) Value Of Contracts Classified By Remaining Period to Maturity or Next Repricing Date, whichever is earlier

Alliance Bank Group

	Items
	Principal Amount
	1 month or less
	>1 – 3 months
	>3 – 6

months 
	>6 – 12

months
	>1 - 5 

years
	> 5 

years
	Margin requirement

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000



	Foreign exchange

related contracts

-forward

-swaps

Interest rate related contracts

-forward

-futures

-swaps
	192,325

398,970

-

-

-
	56,505

152,000

-

-

-
	26,740

81,640

-

-

-
	50,770

93,700

-

-

-
	58,310

71,630

-

-

-
	-

-

-

-

-


	-

-

-

-

-
	-

-

-

-

-

	Total
	591,295
	208,505
	108,380
	144,470
	129,940
	-
	-
	-


Foreign exchange, interest rate and equity and commodity related contracts are subject to market risk 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 end of the financial period, the amount of contracts which were not hedged and hence, exposed to market risk was RM22,875,000 (as at  31-3-2004 : RM40,854,000).

Credit risk

Credit risk arises from the possibility that a counterparty may be unable to meet the terms of a contract in which the banking subsidiary has a gain position. This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices. As at end of the financial period, the amounts of credit risk, measured in terms of cost to replace the profitable contracts, was RM807,000 (as at 31-3-2004 : RM797,000).

Related accounting policies
Alliance Bank acts as an intermediary with counterparties who wish to swap their interest obligations. Alliance Bank also uses interest rate swaps, futures, forward and option contracts in its trading account activities and its overall interest rate risk management.

Interest income and interest expenses associated with interest rate swaps that qualify as hedges are recognized over the life of the swap agreement as a component of interest income or interest expenses. Gains and losses on interest rate futures, forward and option contracts that qualify as hedged assets or liabilities are generally deferred and amortized over the life of the hedged assets or liabilities as adjustments to interest income or interest expenses.

	B11
	Material Litigation



	
	As at the date of this report, there was no pending material litigation.



	B12
	Dividend 



	
	No interim dividend has been declared by the Company for the financial period ended 30 June 2004.



	  B13
	Earnings Per Share

	
	
	Financial
	Financial

	
	
	Period Ended
	Period Ended

	
	Basic earnings per share
	30.6.2004
	30.6.2003



	
	Net profit attributable to ordinary shareholders (RM’000)
	53,070


	49,611

​

	
	Number of ordinary shares in issue as at 1 April
	1,162,590,876


	1,162,589,368

	
	Effect of exercise of warrants
	105

_________________
	-

___________________

	
	Weighted average number of ordinary shares in issue
	1,162,590,981


	1,162,589,368



	
	Basic earnings per share (sen)


	4.56
	4.27


	  B13
	Earnings Per  Share (cont’d)



	
	
	Financial
	

	
	
	Period Ended
	

	
	Fully diluted earnings per share


	30.6.2004
	

	
	Net profit attributable to ordinary shareholders (RM’000)
	53,070


	

	
	Weighted average number of ordinary shares in issue


	1,162,590,981
	

	
	Adjustment for shares assumed to be issued from exercise of warrants 
	186,279,411


	

	
	Weighted average number of ordinary shares in issue
	1,348,870,392


	

	
	Diluted earnings per share (sen)
	3.93


	

	
	
	
	


   The fully diluted earnings per share in the financial period ended 30 June 2003 would be anti-dilutive. Accordingly, the basic and fully diluted earnings per share are the same for the period ended 30 June 2003.
 

  By Order of the Board

  LEE WEI YEN (MAICSA 7001798)

  Company Secretary

  Kuala Lumpur

  25 August 2004
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