PHILEO ALLIED BERHAD (491-K)

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

2. Exceptional items                                                                                                                                There were no exceptional items for the 11 months ended 31 December 2001.

3. Extraordinary items                                                                                                                                There were no extraordinary items for the 11 months ended 31 December 2001.

4. Taxation                                                                                                                                            Taxation consists of:

                                                                  Individual Quarter                         Cumulative Quarter

	
	2 Months

Ended
	Preceding Year

Corresponding

Quarter
	11 Months

Ended
	Preceding Year

Corresponding

Period

	
	31/12/2001
	31/01/2001
	31/12/2001
	31/01/2001

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current tax
	(893)
	-
	5,915
	-

	Deferred tax
	(237)
	
	(237)
	

	Under/(Over) provision in        prior years 
	751
	-
	897
	-

	
	(379)
	-
	6,575
	-


The effective tax rate of the Group for the 2 months ended 31 December 2001 was lower than the statutory tax rate is mainly due to overprovision of current tax in the previous quarter. While, the effective tax rate of the Group for the 11 months ended 31 December 2001 was higher than the statutory tax rate is mainly due to certain expenses not deductible for tax purposes.

5. Pre-acquisition profits                                                                                                                        There were no pre-acquisition profits for the 11 months ended 31 December 2001.

6. Profits on sale of investments                                                                                                             There was no sale of investments in subsidiaries or properties for the 11 months ended 31 December 2001.

7. Quoted securities                                                                                                                              Summary of total purchases and sales of quoted securities for the 11 months ended 31 December 2001 and profit/loss arising there from:-

	
	Quoted Marketable Securities

	
	RM’000

	 Total Purchases
	9,241

	 Total Disposals
	15,119

	 Total Profit/(Loss) on Disposal
	290

	
	

	Summary of quoted shares as at end of the reporting period:-

	Total investments at cost
	130,039

	Total investments at carrying value/book value (after provision for diminution in value)
	57,755

	Total investment at market value at end of reporting period
	61,412


8. Changes in the composition of the Group                                                                                           On 20 August 2001, the Company has completed the acquisition of  the entire equity interests in Pos Malaysia Berhad for a total cash consideration of RM800 million. Pos Malaysia Berhad holds 100% effective equity interest in Datapos (M) Sdn Bhd, Pos Takaful Agency Sdn Bhd, Poslaju (M) Sdn Bhd, Pos Logistic-Fulserve Sdn. Bhd. and Virtual Pos Sdn. Bhd., 55% in Digicert Sdn Bhd, 42.5% in CEN Sdn. Bhd., 40% in Elpos Print Sdn. Bhd and 30% in Transmile Air Services Sdn Bhd.

9. Status of corporate proposals                                                                                                                                       (a) At the Company’s Extraordinary General Meeting held on 15 August 2001, the shareholders approved the following resolutions:

(i)  Proposed acquisition of the entire equity interest in Pos Malaysia Berhad (“POS”) presently comprising 98,232,002 ordinary shares of RM1.00 each from the Minister of Finance (Incorporated) (“MOF Inc.”) for a purchase consideration of RM800.0 million (“Proposed Acquisition”); 

(ii)  Proposed termination of the PAB Employee Share Option Scheme (“Proposed ESOS Termination”); and

(iii)  Proposed New Employee Share Option Scheme for eligible employees of PAB and its subsidiaries (“Proposed New ESOS”).             

On 20 August 2001, CIMB on behalf of the Board of Directors of the Company announced that the aboved Proposed Acquisition was completed.

The procurement of the ownership for all types of subject properties by Pos Malaysia Berhad including those land categorised as federal reserve land is pending finalisation of the subject draft lease agreements with the Federal Land Commissioner. 

(b) On 24 May 2001, the Company entered into a conditional Share Sale Agreement (“SSA”) with   Pentaville Investments Limited, a wholly-owned subsidiary of Avenue Assets Berhad (“AAB”) to dispose off the entire equity interest of 4,600,000 ordinary shares of RM1.00 each in Phileo Asset Management Sdn. Bhd. (“PAM”), 10,000,000 ordinary shares of RM1.00 each in Phileo Allied Options and Financial Futures Sdn. Bhd. (“POFF”) and  6,500,000 ordinary shares of RM1.00 each in PhileoAllied Unit Trust Management Bhd (“PAUT”) for a total sale consideration of  RM23.0 million to be settled via issuance of 23,000,000 new ordinary shares of  RM1.00 each in AAB. 

The proposed disposal is currently pending the issuance of 23,000,000 new ordinary shares of RM1.00 each in AAB.

10. Seasonal or cyclical factors                                                                                                                 The Group’s operations were not subjected to any seasonal or cyclical changes, except for the postal and its related services entities, which are subjected to festive seasons.

11. Debt and equity securities                                                                                                                 During the 11 months ended 31 December 2001, the issued and paid-up ordinary share capital of the Company was increased from RM375,075,325 to RM429,375,991 by an issue of 54,300,666 new ordinary shares of RM1 each arising from the following conversions:                                                                                             (i) the conversion of RM219,144,986 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 RM10,085,600 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. 

       On 19 February 2001, the Company announced that it had bought back 38,588,000 ordinary shares of RM1.00 each for a cash consideration of RM84,785,068.70. 

12.  Borrowings                                                                                                                                         Borrowings of the Group are as follows:

	
	As At Current Financial Period End 


	As At Preceding

Financial Year End

	
	31/12/2001
	31/01/2001

	
	RM’000
	RM’000

	Borrowings
	
	

	-
	Secured
	
	

	
	One year or less (short-term)
	199
	184

	
	More than one year (medium/long-term)
	1,988
	2,163

	-
	Unsecured
	
	

	
	One year or less (short-term)
	305
	60,271

	
	
	2,492
	62,618


13. Contingent liabilities                                                                                                                           There were no contingent liabilities for the 11 months ended 31 December 2001, except for                     (a) an amount of RM1,000,000 (FYE 31.01.2001: RM1,000,000) in relation to a standby letter of credit given to Malaysian Derivative Clearing House Berhad (MDCH) in accordance with MDCH’s requirements to secure present and future amounts owing to MDCH in respect of capital and margin requirements. The standby letter of credit is secured over fixed deposits of the subsidiary company concerned: and                                                                                                                                           (b) as part of the agreement entered into with Malayan Banking Berhad (“MBB”) on the sale of PhileoAllied Bank (Malaysia) Berhad (“PALB”) and Phileo Allied Securities Sdn. Bhd. (“PASSB”), the Company and its subsidiary, Phileo Allied Finance (Malaysia) Berhad (“PAFB”) have given certain warranties, undertakings and obligations to MBB, which shall continue for a period of twenty four (24) months from the Completion Date of 31 January 2001, except for 3 specific warranties which shall continue for a period of forty eight (48) months from the Completion Date. 

14.  Off balance sheet financial instruments                                                                                          There were no financial instruments with off balance sheet risk for the 11 months ended 31 December 2001.

15.
Material litigation                                                                                                                                      (i) On 7 September 2001, the Company was served with a writ of summons by one Kwong Yoke Lee (“the Plaintiff”). In Kuala Lumpur High Court, Kwong Yoke Lee versus Phileo Allied Berhad (“Phileo”) and Universal Trustee (Malaysia) Berhad (“Universal”), case number D2(D6)22-1592-2001, the Plaintiff sought inter alia, 

(a)
a declaration that in consequence of the occurrence of an Event of Default within the meaning of Clause 10.1 of the Trust Deed, Universal as trustee is obliged under Clause 10.2 of the Trust Deed to issue a notice in writing to Phileo declaring that the nominal value of the ICULS then outstanding together with interests thereon is immediately repayable by Phileo;

(b)
a mandatory injunction compelling Universal to issue a Notice in writing to Phileo pursuant to Clause 10.2 of the Trust Deed declaring that the nominal value of the ICULS then outstanding together with interests thereon is immediately repayable by Phileo; 

(c)
damages for breach of contract against Phileo and/or Universal;

(d)
damages for breach of trust against Universal;

(e)
aggravated and/or exemplary damages against Phileo and Universal; and

(f)
costs

The Company has appointed solicitors to defend the suit.                                                                     On 25 October 2001, the Plaintiff’s interlocutory applications were dismissed following which the 1996/2001 ICULS have been fully converted into ordinary shares.

(ii) The Company and its subsidiary, Phileo Allied Finance (Malaysia) Berhad (“PAFB”) were served with an amended writ of summons by one Malayan Banking Berhad (“the Plaintiff”). In Kuala Lumpur High Court, Malayan Banking Berhad versus Phileo Allied Berhad (“the Company”) and Phileo Allied Finance (Malaysia) Berhad (“PAFB”), case number D3-22-2240-2001, the plaintiff sought inter alia,

(a) a declaration that the Defendants are in breach of their warranties and undertakings under the Agreement for the Sale and Purchase of Shares of PhileoAllied Bank (Malaysia) Berhad and Phileo Allied Securities Sdn Bhd  dated 30 August 2000 in failing to make specific disclosure of the condition of the loan and security documents in relation to the credit facility granted by Phileo Allied Credit & Leasing Sdn Bhd to Salient Growth Sdn Bhd:

(b) a declaration that the Defendants are liable, jointly and severally, to indemnify the Plaintiff from and against all claims, demands, damages, losses (including loss of profit), cost, obligations, penalties, liabilities, fines and expenses sustained by the Plaintiff in respect of the Defendants’, or either of the Defendants’, breach referred to in (a) above;

(c) that the Plaintiff be indemnified as referred to in (b) above and be at liberty to apply for an assessment of the amount to be paid thereunder;

(d) damages to be assessed;

(e) that the cost of this action be borne by the Defendants; and

(f) such further or other reliefs as this Honourable Court deems fit and proper.

The Company and PAFB have appointed solicitors to defend the suit.

16.
Segmental reporting                                                                                                                                Segmental reporting for the Group’s 11 months ended 31 December 2001 are as follows:

	
	Operating

revenue
	Profit

before taxation
	Assets

employed

	
	RM’000
	RM’000
	RM’000

	Holding company
	-
	274
	232,467

	Postal and its related services
	178,673
	13,833
	1,229,671

	Funds management, unit trust management, and options and financial futures broking
	9,673
	4,716
	33,118

	Others
	1,115
	(723)
	54,518

	
	189,461
	18,100
	1,549,774


The activities are conducted principally in Malaysia.

17. Material changes in profit before taxation                                                                                        For the current quarter, the Group registered a profit before taxation of RM7.8 million (projected 3 months: RM11.7 million) for the 2 months ended 31 December 2001 as compared with RM2.5 million in the preceding quarter. This is mainly due to the capitalisation of the corporate exercise expenses as part of the cost of investment in the 2 months ended 31 December 2001. 

18. Review of performance                                                                                                                       The results of the Group according to major business groups are as follows:-

	
	2 Months Ended
	Quarter Ended

	
	31 December 2001 
	31 October 2001 

	
	RM’000
	RM’000

	Holding company
	3,653
	(7,247)

	Postal and its related services
	5,249
	8,584

	Funds management, unit trust management, and options and financial futures broking
	762
	1,106

	Others
	(1,825)
	86

	
	7,839
	2,529


The holding company registered a profit before taxation of RM3.7million (projected 3 months:  RM5.6million) for the 2 months ended 31 December 2001 as compared with a loss before taxation of RM7.2 million in the preceding quarter. This is mainly due to the capitalisation of the corporate exercise expenses as part of the cost of investment in the 2 months ended 31 December 2001.
The others registered a loss before taxation of RM1.8million (projected 3 months: RM2.7million) for the 2 months ended 31 December 2001 as compared with a profit before taxation of RM0.1 million in the preceding quarter. This is mainly due to the development expenditure being written off in the 2 months ended 31 December 2001.

19. Current year prospects                                                                                                                               Baring any unforeseen circumstances, the Group’s prospects are expected to improve with the current economic conditions.

20. Variance of actual profit from forecast profit and profit guaranteed                                                                                                     The Group has recorded a positive variance of approximately 8% as compared to projected profit after tax and minority interest of  RM10,662,000 for profit forecast for the 11 months ended 31 December 2001.

Variance of actual profit from profit guaranteed                                                                                Not applicable.

21. Dividend                                                                                                                                                  The Board of Directors will make a decision on dividends for the 11 months ended 31 December 2001 later.  

22. Change of Financial Year End                                                                                                           The year-end of the Company was changed from 31 January to 31 December.

BY ORDER OF THE BOARD

THEAN SIEW HEIN                                                                                                                                            COMPANY SECRETARY                                                                                                                                                                                                                                                                                                 28 February 2002 

