MALAYSIAN PLANTATIONS BERHAD 
FOURTH FINANCIAL QUARTER ENDED 31 MARCH 2006





	[A]   
	Explanatory  Notes  Pursuant  To  Financial  Reporting  Standard  134  (FRS 134) :   

Interim Financial Reporting



	A1.
	Basis of Preparation



	
	The condensed financial statements for the 4th quarter and the financial year ended 31 March 2006 have been prepared in accordance with the Malaysian Accounting Standards Board’s (MASB) Standard No. FRS 134: Interim Financial Reporting (formerly known as MASB 26), Bank Negara Malaysia’s Revised Guidelines on Financial Reporting for Licensed Institutions (BNM/GP8) and Appendix 9B of the Bursa Malaysia Securities Berhad’s (“Bursa Securities”) Listing Requirements, and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 March 2005.



	
	The accounting policies and methods of computations applied in these condensed financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 March 2005, except for the adoption of the following:-




	
	(a)
(b)

	the revised guidelines on Financial Reporting for Licensed Institutions (BNM/GP8) issued by Bank Negara Malaysia which became effective for the current financial year; and

the 3 months classification for non-performing loans from the previous 6 months classification.


	
	The adoption of the revised BNM/GP8 and the 3 months classification of non-performing loans have resulted in changes in the accounting policies of the Group which have been applied retrospectively in this condensed financial statements and the details are disclosed in Note A13.

The banking subsidiaries have taken steps to achieve implementation of loan impairment review under the revised BNM/GP8 with effect from 1 April 2006. The banking subsidiaries’ present provisioning for bad and doubtful debts and financing is in conformity with the requirements of Bank Negara Malaysia's guidelines, BNM/GP3, on the classification of non-performing loans and provision for sub-standard, bad and doubtful debts.


	A2.
	Declaration of Audit Confirmation



	
	The annual audit report on the financial statements for the financial year ended 31 March 2005 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 4th quarter and the financial year ended 31 March 2006 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 and the financial year ended 31 March 2006 other than as disclosed in Note A13.



	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 year ended 31 March 2006 other than the following:-


	
	(a)
	The issued and paid-up share capital of the Company was increased from RM1,162,591,454 to RM1,167,978,154 arising from the issuance of 5,386,700 new ordinary shares of RM1.00 each from the exercise of 5,386,700 warrants 2002/2007 at the exercise price of RM1.21 per share.



	A7.
	Dividend Paid



	
	During the financial year ended 31 March 2006, a final dividend of 1% less 28% income tax in respect of the financial year ended 31 March 2005, amounting to RM8.4 million was paid on 25 October 2005.


	A8.
	Segment Information



	

	Segment information on Revenue, Profit Before Tax and Total Assets


	
	
	4th Quarter ended
	Cumulative Year Ended

	
	
	<- 31 March 2006 ->
	<--------- 31 March 2006 --------->

	
	
	
	Profit Before 
	
	Profit

Before
	

	
	Group
	Revenue
	Tax
	Revenue
	Tax
	Assets

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

	
	Commercial    

 Banking

	284,555
	(566)
	1,147,969
	(243,370)
	20,829,337

	
	Merchant

 Banking

	21,364
	(18,502)
	98,166
	(14,864)
	1,850,165

	
	Stockbroking

	19,949
	1,778
	45,612
	(13,303)
	388,845

	
	Unit Trust

	1,232
	(60)
	5,229
	212
	17,409

	
	Asset

 Management 

	1,349
	429
	6,006
	2,291
	5,742

	
	Others 

	2,992

__________
	(3,102)
_________
	24,731
_______
	13,898
_________
	37,892
_________

	
	
	
	
	
	
	


	
	











	

	

	
	
	
	

	
	
	
	

	
	
	
	
	
	

	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	331,441
	(20,023)
	1,327,713
	(255,136)
	23,129,390

	
	Inter-segment/ consolidation eliminations
	(336)
_______
	(546)

_________ 
	(26,898)

_______
	(27,983)

_________ 
	-_________

	
	
	331,105
	(20,569)
	1,300,815
	(283,119)
	23,129,390

	
	Goodwill

	-
	-
	-
	-
	271,063

	
	Unallocated
 corporate  assets
	-

_______
	-

__________
	-

_______
	-

_________
	180,744
_________

	
	
	331,105
======
	(20,569)
=========
	1,300,
815
======
	(283,119)
========
	23,581,197
========

	
	

	A8.
	Segment Information (cont’d)


	
	Segment information on Revenue, Profit Before Tax and Total Assets (continued)

	
	

	
	

	
	


	

	

	
	
	

	
	
	4th Quarter ended
	Cumulative Year Ended

	
	
	<- 31 March 2005 -->
	<--------- 31 March 2005 ---------->

	
	
	
	Profit 
	
	Profit 
	

	
	
	
	Before
	
	Before
	

	
	Group
	Revenue
	Tax
	Revenue
	Tax
	Assets

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

	
	Commercial 

 Banking

	327,564
	47,173
	1,217,539
	260,062
	20,780,272

	
	Merchant

 Banking

	27,341
	2,896
	127,295
	43,019
	1,861,060

	
	Stockbroking


	19,708
	4,192
	19,708
	4,192
	511,109

	
	Finance*

	-
	-
	48,335
	7,100
	-

	
	Unit Trust

	2,118
	(1,188)
	5,927
	        (252)
	15,215

	
	Asset 
 Management

	1,737
	854

	      4,267
	        1,745
	6
,623

	
	Others
	869
_______
	(22,912)
________
	148,949
_______
	122,709
________
	38,202
__________

	
	
	379,337
	31,015
	1,572,020
	438,575
	23,212,481

	
	Inter-segment/ consolidation eliminations
	(17,732)

_______
	19,000
________
	(188,619)

_______
	(141,157)

________
	       -

__________

	
	
	361,605
	50,015
	1,383,401
	297,418
	23,212,481

	
	Goodwill

	-
	-
	-
	-
	288,578

	
	Unallocated
 corporate assets
	-

_______
	-

_________
	-

_______
	-

________
	158,757
__________

	
	
	361,605
======
	50,015
========
	1,383,401
=======
	297,418
=======
	  23,659,816

=========

	
	*Finance segment has merged with Commercial Banking w.e.f. 1 August 2004.


	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 financial year ended 31 March 2006. 



	A12.
	Changes In Contingent Liabilities Since The Last Annual Balance Sheet Date



	
	Please refer to Note B10.



	A13.
	Changes in Accounting Policies 



	
	During the financial year ended 31 March 2006, the Group has adopted the revised BNM/GP8 which has resulted in the following new accounting policies:



	
	(1)
	The holdings of the securities portfolio of the banking subsidiaries are segregated based on the following categories and valuation methods:


	
	
	(i)
	Securities held-for-trading



	
	
	
	Securities are classified as held-for-trading if they are acquired principally for the purpose of selling or repurchasing in near term. The securities held-for-trading will be stated at fair value and any gain or loss arising from a change in their fair values and the derecognition of securities held-for-trading are recognised in the income statements.



	
	
	(ii)
	Securities held-to-maturity



	
	
	
	Securities held-to-maturity are financial assets with fixed or determinable payments and fixed maturity that the Group have the positive intent and ability to hold to maturity. Unquoted shares in organisations set up for socio-economic purposes and equity instruments received as a result of loan restructuring or loan conversion which do not have a quoted market price in an active market and whose fair value cannot be reliably measured are also classified as securities held-to-maturity.
 The securities held-to-maturity are measured at accreted/amortised cost based on effective yield method. Amortisation of premium, accretion of discount and impairment as well as gain or loss arising from derecognition of securities held-to-maturity are recognised in the income statements.


	
	
	
	


	A13.
	Changes in Accounting Policies (cont’d)



	
	(1)
	(iii)
	Securities available-for-sale



	
	
	
	Securities available-for-sale are financial assets that are not classified as held-for-trading or held-to-maturity. The securities available-for-sale are measured at fair value or at amortised cost (less impairment losses) if the fair value cannot be reliably measured. Any gain or loss arising from a change in fair value are recognised directly in equity through the statement of changes in equity, until the financial asset is sold, collected, disposed of or impaired, at which time the cumulative gain or loss previously recognised in equity will be transferred to the income statement.


	
	(2)
	Where a loan, advances or financing account becomes non-performing, interest accrued and recognised as income prior to the date the loans are classified as non-performing is reversed out of income and set-off against the accrued interest receivable account in the balance sheet. Thereafter, interest on the non-performing loans shall be recognised as income on a cash basis instead of being accrued and suspended at the same time as prescribed previously.


	
	(3)
	With effect from 1 October 2005, all loans and advances of the banking subsidiaries are classified as non-performing loan when they are 3 months in default.



	
	

	
	

	
	The following comparative figures have been restated for the effects of adopting the changes in accounting policies:


	
	
	Group

	
	
	
	
	As previously 

	
	
	
	As restated
	reported

	
	
	
	RM’000
	RM’000

	
	(i)
	Balance Sheet as at 31 March 2005
	
	

	
	
	  Dealing securities
	                               -
	                    749,205

	
	
	  Investment securities
	                               -
	                 3,605,003

	
	
	  Securities held-for-trading
	                    639,065   
	                               -

	
	
	  Securities available-for-sale
	                 1,172,966
	                               -

	
	
	  Securities held-to-maturity
	                 2,573,669
	                               -

	
	
	  Loans, advances and financing
	               14,631,609
	               14,644,047

	
	
	  Other assets
	                    218,177
	                    219,411

	
	
	  Tax recoverable
	                    113,698
	                    110,214

	
	
	  Deferred tax assets
	                      45,059
	                      52,315

	
	
	  Other liabilities
	                 (784,902)
	                  (784,900)

	
	
	  Deferred tax liabilities
	                   (14,667)
	                    (13,481)

	
	
	  Statutory reserve
	                 (238,107)
	                  (238,070)

	
	
	  Revaluation reserves
	                   (21,705)
	                               - 

	
	
	  Accumulated profits
	                     36,533
	                      45,525

	
	
	
	
	

	A13.
	Changes in Accounting Policies (cont’d)


	
	

	
	
	Group

	
	
	
	As previously 

	
	
	As restated
	reported

	
	
	RM’000
	RM’000

	
	(ii)
	Income Statement for the cumulative twelve months ended 31 March 2005
	
	

	
	
	  Operating revenue 
	                 1,383,401
	                 1,443,466

	
	
	  Interest income
	                 1,127,490
	                 1,123,678

	
	
	  Net interest income
	                    588,516
	                    584,704

	
	
	  Net income from Islamic banking

     business 
	                      49,656
	                      51,995

	
	
	  Other operating income 
	                    233,715
	                    230,302

	
	
	
	
	

	
	
	

	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	


	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	  Net income
	871,887
	867,001

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	  Other operating expenses
	                 (357,055) 
	                  (354,885)

	
	
	  Operating profit
	                    514,832
	                    512,116

	
	
	  Impairment loss net of write-back
	                     (4,977) 
	                               -

	
	
	  Profit before tax
	                    297,418
	                    299,679

	
	
	  Taxation
	                   (83,447)
	                    (84,142)

	
	
	  Profit after tax
	213,971
	215,537

	
	
	  Net profit for the period
	                    213,489
	                    215,055

	
	
	
	
	

	
	
	
	
	

	
	(iii)
	Income Statement for the 4th  quarter ended 31 March  2005
	
	

	
	
	  Operating revenue 
	                    361,605
	                    370,129

	
	
	  Interest income
	                    283,144
	                    287,090

	
	
	  Net interest income
	                    155,288
	                    159,234

	
	
	  Net income from Islamic banking

     business 
	13,889
	          14,936

	
	
	  Other operating income 
	                      61,083
	                      61,415

	
	
	  Net income
	                    230,260 
	                    235,585

	
	
	  Other operating expenses
	                   (91,554) 
	                    (86,808) 

	
	
	  Allowance for losses on loans, advances and
	
	

	
	
	     financing
	                   (88,720)
	                  (105,221)

	
	
	  Impairment loss net of write-back
	                             29 
	                              -

	
	
	  Profit before tax  
	                      50,015
	                      43,556

	
	
	  Taxation
	                   (13,600) 
	                    (11,845) 

	
	
	  Profit after tax
	                      36,415
	                      31,711

	
	
	  Net profit for the period
	                      36,323
	                      31,619


[B]
Explanatory Notes Pursuant To Appendix 9B of Bursa Securities’s Listing 
Requirements

	B1.
	Review of Performance



	
	For the current quarter under review, the Group reported a loss before tax of RM20.6 million against a profit before tax of RM50.0 million in the corresponding quarter of the previous year. The loss before tax was mainly due to lower net interest income and other operating income, coupled with higher operating expenses and loan allowances. This was partially offset by higher income from Islamic banking business. 
For the financial year ended 31 March 2006, the Group reported an operating profit of RM331.3 million as compared to RM514.8 million recorded in the previous financial year ended 31 March 2005. Operating expenses increased by 20.9% as compared to the same period last year, largely due to the consolidation of the operating cost of Kuala Lumpur City Securities Sdn Bhd, which the Merchant Bank acquired on 1 January 2005. However, after loan loss provisioning and impairment loss of RM614.4 million, the full year recorded a loss before tax of RM283.1 million. The loss resulted mainly from higher loan loss provisions due to prudent provisioning, including no value being assigned to property collateral for NPLs which have been outstanding for over 7 years. Consequently, the Group’s total gross NPL ratio was 14.6% as at 31 March 2006, and loan loss reserves provided a higher coverage of 48.5% against gross NPL compared to 29.9% as at 31 March 2005.

Loans and advances declined by 7.5% to RM13.5 billion as at 31 March 2006 as compared to RM14.6 billion as at 31 March 2005. This was due to RM194 million loans written down during the current year under review and stringent review of large loans. However, the hire purchase loans and housing loans grew by 25.3% and 8.8% respectively. In line with the Government’s move to promote Islamic Banking, the Group’s Islamic loans grew by 77.5% or RM872 million as compared to 31 March 2005.









	B2.
	Comparisons With Preceding Quarter’s Results



	
	The Group recorded a loss before tax for the 4th quarter ended 31 March  2006 of RM20.6 million as compared to the profit before tax of RM18.3 million for the preceding quarter ended 31 December 2005, mainly due to higher loan allowances made in the current quarter.



	B3.
	Prospects For The Next Financial Year  



	
	Going forward there will be increased emphasis on the Consumer Banking and SME Banking businesses to strengthen Alliance Bank’s market share in these two business segments. This will require Alliance Bank to invest into the required intrastructure for these businesses in order to better manage risks. We will also review our target segments to accelerate growth in Commercial Banking and Consumer Banking and we will do this by leveraging on our employees’ core competencies and expertise as well as their excellent customer management skills.

Consumer Banking will be customer driven, focusing on selected customer segments to meet the needs of these segments with innovative products and services delivered through the appropriate channels. The segmentation takes into account, profiling and identifying the different needs of consumers at different life stages, as well as demographic considerations.

In order to serve the customers better, Alliance Bank had further invested in its delivery channels via the establishment of direct sales teams.

Commercial Banking will continue to remain one of the key focuses for the Alliance Banking Group with the SME entrepreneurs as the primary customer segment under its new business model. In reshaping the Commercial Banking business to be in line with global practices, Alliance Bank has implemented initiatives to streamline work processes to be more responsive and flexible to better manage credit risks and enhance the underwriting standards, deploy new distribution channels while developing new products and service to meet the needs of the targeted customer segments.

The Group also sees opportunities to enhance on corporate, institutional and merchant bank capabilities by building synergies among these businesses.

In line with its long term business strategy, Alliance Bank remains committed to strengthen its risk management systems, processes and practices in line with Basel II standards. In order to support its Customer Banking and Commercial Banking businesses, which leverages on excellent customer relationship management, efforts are underway to develop the best in class call centre and data warehouse.
The new financial year will see the Alliance Banking Group enriching its suite of products and services to meet the changing demands and requirements of customers. The emphasis will be to add value in terms of delivery and service for the products and services to stand out as different. To achieve its strategic goals, Alliance Bank has also made significant investments in new talents to further strengthen its management team. These include qualified professionals who have impressive proven track record and credentials in managing the Consumer Banking, Commercial and Corporate and Institutional Banking businesses.

With the new long term business strategy now in place barring unforeseen circumstances, the Group expects to improve its levels of performance.
 



	B4.
	Profit Forecast

There was no profit forecast issued by the Group.       


	
	


	B5.
	Taxation / Deferred Taxation


	
	
	4th Quarter ended
	Cumulative Quarter ended

	
	GROUP
	31.3.2006
	31.3.2005
	31.3.2006
	31.3.2005

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Company and subsidiaries:-
	
	
	
	

	
	- Current year
	3,062
	(13,183)
	  544
	(84,765)

	
	- Deferred tax 
	(4)
________
	48
________
	75,148
________
	(443)
________

	
	
	

	
	

	

	
	
	3,058
	(13,135)
	75,692
	(85,208)

	
	- (Over)/under provision in 

   prior year 
	6,000

________
	(465)            
________
	6,003
________
	
1,761          
________


	
	
	9,058
=======
	(13,600)
=======
	81,695
=======
	(83,447)
=======


	
	The reversal of tax provision of the Group for the financial year ended 31 March 2006 is due mainly to recognition of deferred tax assets coupled with the reversal of tax provision made in the previous period, as a consequence of the losses made by certain subsidiary companies.


	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 current quarter and the financial year ended 31 March 2006 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 current quarter and the financial year ended 31 March 2006, other than investments held by Alliance Bank and its subsidiaries whose activities are regulated by law relating to banking companies and are subject to supervision by Bank Negara Malaysia.



	B8.
	Status Of Corporate Proposals



	
	There are no corporate proposals announced but not yet completed as at the reporting date.


	
	


	
	


	
	
	

	
	

	


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


	
	
	     GROUP

	
	
	31.3.2006
	31.3.2005

	
	
	RM’000
	RM’000

	
	(a)
	Deposits From Customers


	
	

	
	
	Fixed deposit and negotiable instruments of deposits
	
	

	
	
	- One year or less (short term)
	11,646,326
	11,183,383

	
	
	- More than one year (medium/long term)
	612,154
__________
	632,328
__________

	
	
	
	12,258,480
	11,815,711

	
	
	Others
	5,407,741
__________
	5,101,219

__________

	
	
	17,666,221
=========
	16,916,930

=========

	
	
	
	

	
	(b)
	Deposits And Placements Of Banks And Other Financial Institutions


	
	

	
	
	- One year or less (short term)
	555,238
	536,911

	
	
	- More than one year (medium/long term)
	215,768
__________
	225,357
__________

	
	
	
	      771,006
=========
	762,268

=========

	
	
	
	
	

	
	(c)
	Long Term Borrowing 

	
	

	
	
	Unsecured and more than one year (medium/long   term)
	200,000

=========
	           -
=========

	
	
	
	
	

	
	
	

	

	
	(d)
	Subordinated Bonds


	
	

	
	
	Unsecured and less than one year
	535,000
	535,000

	
	
	Less: Accumulated unamortised discount and issue expenses
	-
_________
	(24,566)

_________

	
	
	
	535,000
========
	510,434

========

	


	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.



	
	Risk weighted exposure of the Group as at 



	
	
	<----------------- 31.3.2006 ------------------>
	<----------------31.3.2005 --------------->

	
	
	Principal Amount

RM’000
	Credit 

Equivalent Amount*

RM’000
	Risk Weighted Amount

RM’000
	Principal Amount

RM’000
	Credit Equivalent Amount*

RM’000
	Risk

Weighted Amount

RM’000

	
	Direct credit substitutes


	366,235
	366,235
	325,954
	442,475
	442,475
	372,758

	
	Transaction-related contingent items
	917,406
	458,703
	351,381
	1,003,639

	501,820
	421,563

	
	Short-term self-liquidating trade-related contingencies


	334,976
	66,995
	66,192
	127,846
	25,569
	25,558

	
	Irrevocable commitments to extend credit:-
	
	
	
	
	
	

	
	- maturity   

  exceeding      

  one year
	219,222
	109,611
	109,611
	359,004
	179,502
	179,502

	
	- maturity not     

  exceeding

  one year
	4,488,350
	-
	-
	4,229,373

	-
	-

	
	Foreign exchange related contracts less than one year


	765,338
	17,127
	4,513
	381,389
	3,288
	923

	
	Underwriting liabilities


	18,000
	9,000
	9,000
	48,086
	24,043
	24,043

	
	Other commitments and contingencies
	304,493
	-
	-
	385,486
	-
	-

	
	Total
	7,414,020

	1,027,671

	866,651

	6,977,298

	1,176,697


	1,024,347




*The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara 

   Malaysia’s guidelines. 

B11.
Financial Instruments With Off-Balance Sheet Risk

Details of financial instruments with off-balance sheet risk as at 31 March 2006:

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

Alliance Bank 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
	Margin requirement
RM’000

	
	
	
	
	
	
	
	
	


	Foreign exchange

related contracts

-forward

-swaps

Interest rate related contracts

-forward

-futures

-swaps
	143,262
622,076
-

-

-
	18,814
274,119
-

-

-
	62,286
244,468
-

-

-
	60,973
103,030
-

-

-
	1,190
459
-

-

-


	-

-

-

-

-


	-

-

-

-

-
	-

-

-

-

-

	Total
	765,338
	292,933
	306,754
	164,003
	1,649
	-
	-
	-


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 year, the amount of contracts which were not hedged and hence, exposed to market risk was RM35,230,000 (31.3.2005: RM20,415,000).

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 year, the amounts of credit risk, measured in terms of cost to replace the profitable contracts, was RM3,676,000 (31.3.2005: RM409,000).

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.

Gains and losses on interest rate swaps, futures, forward and option contracts that do not qualify as hedges are recognized in the current period using the mark-to-market method, and are included in net result from dealing securities.
Unmatured forward exchange contracts are valued at forward rates as at balance sheet date, applicable to their respective dates of maturity, and unrealized losses and gains are recognized in the income statement in the period in which they arise.
	
	


	
	


	B12.
	Material Litigation



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



	B13.
	Dividend Payable



	
	The Directors do not recommend any payment of dividend for the financial year ended 31 March 2006.

	
	

	
	

	  B14.
	(Loss)/Earnings Per Share

	
	
	
	

	
	
	Financial
	Financial

	
	
	Period ended
	Period Ended

	
	Basic (loss)/earnings per share
	31.3.2006
	31.3.2005

	
	Net (loss)/profit for the period (RM’000)
	(201,810)

	213,489
​

	
	Weighted average number of ordinary shares 
in issue (’000)
	1,165,261

	1,162,592


	
	Basic (loss)/earnings per share (sen)


	(17.32)
	18.36

	
	Fully diluted earnings per share

The effect on the basic loss per share for the current financial year arising from the assumed conversion of the warrants is anti-dilutive. Accordingly, the diluted per share for the current year is presented as equal to basic loss per share.
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