PHILEO ALLIED BERHAD (491-K)


Notes


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


There were no exceptional items for the financial period ended 31 October 2000.


There were no extraordinary items for the financial period ended 31 October 2000.


Taxation consists of:


                                                                  Individual Quarter                         Cumulative Quarter


�
Current  


Year


Quarter�
Preceding Year


Corresponding


Quarter�
Current 


Year


To Date�
Preceding Year


Corresponding


Period�
�
�
31/10/2000�
31/10/1999�
31/10/2000�
31/10/1999�
�
�
RM’000�
RM’000�
RM’000�
RM’000�
�
Current tax�
(1,492)�
12,232�
30,233�
28,456�
�
Overprovision in prior years�
-�
1�
(17)�
(8)�
�
�
(1,492)�
12,233�
30,216�
28,448�
�
There were no pre-acquisition profits for the financial period ended 31 October 2000.


There were no profits on sale of investments and properties for the financial period ended 31 October 2000.


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


There were no changes in the composition of the Group for the financial period ended 31 October 2000.


The Company had on 30 June 2000 entered into a Memorandum of Agreement (“MoA”) with Malayan Banking Berhad (“Maybank”). On 30 August 2000, the Company together with PhileoAllied Finance (Malaysia) Berhad (“PAFB”) had entered into a Conditional Sale and Purchase Agreement (“the Agreement”) with Maybank to dispose of 704.0 million ordinary shares of RM1.00 each in PhileoAllied Bank (Malaysia) Berhad (“PALB”) and 100.0 million ordinary shares of RM1.00 each in Phileo Allied Securities Sdn Bhd (“PASSB”), representing the entire issued and paid-up share capital of the said companies for cash consideration of RM1,300 million. This agreement superseded the MoA that was signed on 30 June 2000. To date, the above proposals are pending the approvals from the relevant authorities and the shareholders of the Company. 


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 financial period ended 31 October 2000, the issued and paid-up ordinary share capital of the Company was increased from RM357,456,552 to RM374,802,992 by an issue of  17,346,440 new ordinary shares of RM1 each arising from the following conversions:                                                                                             (i) the conversion of RM6,223,500 nominal amount of Irredeemable Convertible Unsecured Loan Stocks 1996/2001 (“ICULS 1996/2001”) on the basis of one new ordinary share of RM1 each for every RM4.50 nominal amount of ICULS 1996/2001; and                                                                                         (ii) the conversion of RM28,734,200 nominal amount of Irredeemable Convertible Unsecured Loan Stocks 1999/2004 (“ICULS 1999/2004”) on the basis of one new ordinary share of RM1 each for every RM1.80 nominal amount of ICULS 1999/2004.


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�
�
�
31/10/2000�
31/01/2000�
�
�
RM’000�
RM’000�
�
Deposits from customers�
�
�
�
-�
Fixed deposits and negotiable instruments of deposits�
�
�
�
�
One year or less (short-term)�
4,229,340�
3,802,351�
�
�
More than one year (medium/long-term)�
45,753�
596,019�
�
�
�
4,275,093�
4,398,370�
�
�
�
�
�
�
Deposits and Placements of Banks and Other�
�
�
�
�
Financial Institutions�
�
�
�
�
One year or less (short-term)�
918,828�
615,212�
�
�
More than one year (medium/long-term)�
-�
452,819�
�
�
�
918,828�
1,068,031�
�
Borrowings�
�
�
�
-�
Secured�
�
�
�
�
One year or less (short-term)�
180�
168�
�
�
More than one year (medium/long-term)�
2,197�
2,334�
�
-�
Unsecured�
�
�
�
�
One year or less (short-term)�
88,512�
148,080�
�
�
�
90,889�
150,582�
�



















































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�
Preceding


Financial Year End�
�
�
Principal


Amount�
Credit


Equivalent


Amount*�
Principal


Amount�
Credit


Equivalent


Amount*�
�
�
RM mil�
RM mil�
RM mil�
RM mil�
�
Direct credit substitutes�
281.41�
281.41�
295.64�
295.64�
�
Certain transaction related contingent      items�
22.88�
11.44�
25.44�
12.72�
�
Short-term self liquidating trade related contingencies �
15.19�
3.84�
13.62�
3.52�
�
Obligations under underwriting agreements�
196.00


�
98.00�
167.00�
82.50�
�
Irrevocable commitments to extend credit:�
�
�
�
�
�
- Maturity exceeding one year�
348.27�
174.14�
261.99�
130.99�
�
- Maturity not exceeding one year�
1,244.89�
-�
1,427.86�
-�
�
Foreign Exchange related contracts�
56.66�
0.78�
203.27�
2.75�
�
Housing loans sold directly and indirectly to Cagamas with recourse �
213.93�
213.93�
65.94�
65.94�
�
Interest rate related contracts�
-�
-�
15.00�
-�
�
Others�
8.45�
-�
7.89�
-�
�
Total commitments and contingencies�
2,387.68�
783.54�
2,483.65�
594.06�
�
*    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�
�
Foreign exchange related contracts�
�
�
�
�
�
�
- Forwards�
�
51,977�
50,413�
1,169�
395�
�
- Spot�
�
4,679�
4,679�
-�
-�
�
�
Total�
�
56,656�
55,092�
1,169�
395�
�
Foreign exchange, interest rate, 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 31 October 2000, the amount of contracts which were not hedged and, hence, exposed to market risk was approximately RM4,798,306 (FYE: RM11,598,275)


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 period, the amounts of credit risk, measured in terms of the cost to replace the profitable contracts, was approximately RM2,064 (FYE: RM77,289). This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.    


Significant accounting policies


a) Forward exchange contracts


     Unmatured forward exchange contracts as at balance sheet date are valued at forward rates applicable to their respective dates of maturity and unrealised losses and gains recognised in the profit and loss account for the year.


b)  Futures and forward contracts


     The banking subsidiary enters into interest rate futures contracts as part of its trading account activities and its overall interest rate risk management. Gains and losses on interest rate futures contracts that qualify as hedges are deferred and amortised over the life of hedged assets or liabilities as adjustments to interest income or interest expense. Gains and losses on interest rate futures contracts that do not qualify as hedges are recognised in the current year using the mark-to-market method.                


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 financial period ended 31 October 2000 was as follows:


�
Operating


revenue�
Profit/(Loss)


before taxation�
Assets


employed�
�
�
RM’000�
RM’000�
RM’000�
�
Banking�
366,544�
11,163�
9,571,461�
�
Stockbroking�
71,007�
34,560�
224,347�
�
Others�
19,349�
(37,223)�
1,357,935�
�
�
456,900�
8,500�
11,153,743�
�
Less: Consolidated adjustments�
(8,653)�
1,500�
(1,397,085)�
�
�
448,247�
10,000�
9,756,658�
�
The activities are conducted principally in Malaysia.


The Group registered a loss before taxation of RM48.4 million in the current quarter as compared against a profit before taxation of RM0.3million in the preceding quarter. This is mainly due to the increase in provision of bad and doubtful debts in the current quarter. 

















The results of the Group according to the major business groups were as follows:-


�
Quarter Ended�
Quarter Ended�
�
�
31 October 2000 �
31 July 2000 �
�
�
RM’000�
RM’000�
�
Banking�
(26,692)�
(2,179)�
�
Stockbroking�
6,529�
7,149�
�
Others�
(28,742)�
(5,184)�
�
�
(48,905)�
(214)�
�
Add: Consolidated adjustments�
500�
500�
�
�
(48,405)�
286�
�
The banking subsidiary’s loss before tax is higher than the preceding quarter is mainly due to the increase in bad loans provision following the unforeseen delay in the restructuring of some major loan accounts.   


The loss before tax in respect of the other entities is higher than the preceding quarter is mainly due to the bad debts written off and provision for doubtful debts made.


19. The 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 for the current financial year. 


There were no profit forecast prepared and profit guaranteed by the Group.


The Board of Directors does not recommend the payment of any dividend in respect of the financial period ended 31 October 2000.





BY ORDER OF THE BOARD
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