PHILEO ALLIED BERHAD (491-K)


Notes


The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statement.


There were no exceptional items in the quarterly financial statement under review.


There were no extraordinary items in the quarterly financial statement under review.


Taxation consists of:


�
Individual Quarter�
Cumulative Quarter�
�
�
Current


Year


Quarter�
Current


Year-


to-date�
�
�
31/10/1999�
31/10/1999�
�
�
RM’000�
RM’000�
�
Current tax�
12,232�
28,456�
�
Overprovision in prior years�
1�
(8)�
�
�
12,233� =SUM(ABOVE) ���
28,448� =SUM(ABOVE) ���
�



There were no pre-acquisition profits for the period ended 31 October 1999.


There were no profits on sale of investments and properties for the period ended 31 October 1999.


There were no purchases or disposals of quoted securities by the companies in the Group that are not exempted by the Exchange.


In pursuance to the vesting order under Section 50 (i) of the Banking and Financial Institutions Act 1989, PhileoAllied Bank (Malaysia) Berhad (“PALB”) had on 29 May 1999 acquired the assets and liabilities of PhileoAllied Finance (Malaysia) Berhad (“PAFB”) and had integrated them into the books and operations of PALB. In consideration thereof, PALB issued 22,000,000 fully paid ordinary shares of RM1.00 each to PAFB. The acquisition of these assets and liabilities is not expected to have a significant impact on PALB’s business and financial position.


On 14 October 1999, the Company announced it has disposed of its entire shareholding of 100,000 ordinary shares of RM1.00 each in its wholly-owned subsidiary, Phileo Bizinfo Systems Sdn. Bhd. (“PBIS”).


(a)	On 7 September 1999, the Company submitted an application to the Securities Commission (“SC”) to revise the terms and purpose of the Irredeemable Convertible Secured Loan Stocks (“ICSLS”) Issue (“Modifications”) as follows:-





(i)	to change the ICSLS 1999/2004 into an Irredeemable Convertible Unsecured Loan Stocks 1999/2004 (“ICULS 1999/2004”), i.e. to remove the charge over  the Irredeemable Convertible Non-Cumulative Preference Shares of RM1.00 each which were to be issued by PALB; and


(ii)	to utilise the gross proceeds of RM200,000,000 raised from the issue to partially repay the Company’s borrowings and to finance the working capital needs of the subsidiaries of the Company, instead of recapitalising PALB.


Bank Negara Malaysia (“BNM”)’s approval in respect of the Modifications was received by the Company on 10 September 1999 and 28 September 1999.


The SC vide its letter dated 30 September 1999 has approved the Modifications. The SC’s approval for the issue of ICULS 1999/2004 (“ICULS Issue”) is subject to the following conditions:-





(i)	the size of the ICULS Issue be reduced from RM200,000,000 nominal value to RM150,000,000 nominal value by deducting RM50,000,000 nominal value of the ICULS 1999/2004 to be offered from the Placement; and


the gross proceeds arising from the ICULS Issue are to be utilised as follows:-


(i)	RM100,000,000 as part repayment of the Company’s outstanding revolving credit facility; and


RM50,000,000 as injection of funds into Phileo Allied Securities Sdn. Bhd.





The ICULS Issue was completed on 26 November 1999.





(b)	On 29 July 1999, BNM announced the acceleration of the merger of domestic banking institutions. Subsequently on 10 August 1999, the Company announced that it has been instructed by BNM to commence the merger negotiations with Multi-Purpose Bank Berhad (“MP Bank”).


On 22 September 1999, the Company announced that it has entered into a Memorandum of Understanding (“MOU”) with MP Bank pursuant to which it will commence negotiations with MP Bank for the sale of its wholly owned subsidiary, PALB. The principle terms of the MOU are as follows:-


(i)	the Company will dispose of its entire equity interest in PALB to MP Bank for cash; and        	(ii)	the purchase price will be determined on “a willing seller and a willing buyer” basis.


Subsequently on 21 October 1999, BNM announced that all banking institutions will be given the flexibility to form their own merger groups and to choose their own leader in each group to lead the merger process. The Company is currently reviewing its options. Negotiations under the MOU with MP Bank has meanwhile been suspended.


The Group’s operations were not subjected to any seasonal or cyclical changes, except for its stockbroking subsidiary which is dependent on the trading volume on the KLSE.


During the current financial period, the issued and paid-up ordinary share capital of the Company was increased from RM341,863,610 to RM342,077,608 by an issue of 213,998 new ordinary shares of RM1 each arising from the conversion of RM963,000 nominal amount of Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) 1996/2001 on the basis of one new ordinary share of RM1 each for every RM4.50 nominal amount of ICULS 1996/2001.


Deposits and placements of financial institutions, borrowings and debt securities of the Group are as follows:


�
As At End of


Current Quarter�
As At Preceding


Financial Year End�
�
�
31/10/1999�
31/01/1999�
�
�
RM’000�
RM’000�
�
Deposits from customers�
�
�
�
-�
Fixed deposits and negotiable instruments of deposits�
�
�
�
�
One year or less (short-term)�
3,911,269�
3,434,683�
�
�
More than one year (medium/long-term)�
456,425�
116,701�
�
�
�
4,367,694� =SUM(ABOVE) ���
� =SUM(ABOVE) �3,551,384��
�
�
�
�
�
�
Deposits and Placements of Banks and Other�
�
�
�
�
Financial Institutions�
�
�
�
�
One year or less (short-term)�
532,115�
2,137,565�
�
�
More than one year (medium/long-term)�
66,536�
63,804�
�
�
�
598,651� =SUM(ABOVE) ���
� =SUM(ABOVE) �2,201,369��
�
Borrowings�
�
�
�
-�
Secured�
�
�
�
�
One year or less (short-term)�
120� =SUM(ABOVE) ��� =SUM(ABOVE) ���
120�
�
�
More than one year (medium/long-term)�
2,433�
2,533�
�
-�
Unsecured�
�
�
�
�
One year or less (short-term)�
324,767�
461,573�
�
�
�
327,320� =SUM(ABOVE) ���
464,226� =SUM(ABOVE) ���
�



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.


Risk Weighted Exposures of the Group as at


�
Current


Financial Quarter�
Previous


Financial Year End�
�
�
Principal


Amount�
Credit


Equivalent


Amount*�
Principal


Amount�
Credit


Equivalent


Amount*�
�
�
RM mil�
RM mil�
RM mil�
RM mil�
�
Total commitments and�
�
�
�
�
�
    contingencies�
2,991.47�
599.00�
3,308.73�
595.63�
�
* The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara Malaysia guidelines.


Value of contracts classified by remaining period to maturity/next repricing date (whichever is earlier) are as follows:


�
�
Principal�
1 mth or�
>1 - 3�
>3 - 6�
�
�
�
Amount�
less�
mths�
mths�
�
�
�
RM’000�
RM’000�
RM’000�
RM’000�
�
Total foreign exchange�
�
�
�
�
�
�
�
related forward contracts�
�
�
�
�
�
�
�
and interest rate related�
�
�
�
�
�
�
�
futures contracts�
�
153,113�
757�
29,056�
123,300�
�
Foreign exchange and interest rate 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 31 October 1999, the amount of contracts which were not hedged and, hence, exposed to market risk was approximately RM16,034,619 (FYE: RM11,539,937)





Credit risk


Credit risk arises from the possibility that the counterparty may be unable to meet the terms of a contract in which the commercial banking subsidiary has a gain position. As at end of the financial quarter, the amounts of credit risk, measured in terms of the cost to replace the profitable contracts, was approximately RM41,331 (FYE: RM149,377). This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.


The Group is not engaged in any material litigation and is not aware of any proceedings that might materially affect the position or business of the Group.


Group segmental reporting for the period ended 31 October 1999 was as follows:


�
Operating


revenue�
Profit/(Loss)


before taxation�
Assets


employed�
�
�
RM’000�
RM’000�
RM’000�
�
Banking�
591,142�
142,934�
9,308,890�
�
Stockbroking�
64,674�
25,460�
335,791�
�
Others�
25,597�
(21,347)�
1,532,055�
�
�
681,413� =SUM(ABOVE) ���
147,047� =SUM(LEFT) ���
11,176,736� =SUM(ABOVE) ���
�
Less: Consolidated adjustments�
(11,468)�
(1,120)�
(1,573,694)�
�
�
669,945�
145,927�
9,603,042�
�
The activities are conducted principally in Malaysia.


For the current quarter, the Group registered a profit before taxation of RM46.9million as compared against a profit before taxation of RM148.9 million in the preceding quarter. This is mainly due to the banking and stockbroking subsidiaries’ strong performance in the second quarter.


There are no material changes to the factors affecting the sources of income and performance of the Group during the financial period ended 31 October 1999.


With the improved market sentiment and consumer confidence in the first nine months of the year, the current prospect should improve. The Group foresees that the financial services industry will rise in tandem with the improving economic performance.


Based on the current performance of the Group and barring any unforeseen circumstances, the Board of Directors expects that the Group’s full year results ending 31 January 2000 will see a vast improvement from the level of performance achieved in the last financial year.


Explanatory notes for any variance of actual profit from forecast profit and shortfall in the profit guarantee - not applicable.


The Board of Directors are not recommending any interim dividend for the nine months ended 31 October 1999.


YEAR 2000 COMPLIANCE


The Group’s systems are Y2K ready as of August 1999. Currently, the Group is in the preparation stage for the Y2K zero day rollover activities.


As part of the Group’s contingency plans, trainings such as simulation workshops and simulation exercises are provided to its critical business operations staff to handle any Y2K challenge. These were completed in November 1999.


This Securities Commission has declared 31 December 1999 as a non-trading and non-settlement day for Kuala Lumpur Stock Exchange (“KLSE”) and Malaysian Central Depository (“MCD”) in line with BNM’s decision to declare 31 December 1999 as non-transaction day for both banking and insurance sectors. This precautionary measure taken will enable the Group to ensure complete processing and back up of all databases on 31 December 1999.


BY ORDER OF THE BOARD
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