POS MALAYSIA & SERVICES HOLDINGS BERHAD                                                                      (formerly known as 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, except for the change in accounting policy with respect to the recognition of the followings:-                                                                          (i) Dividend declared or proposed, in compliance with the new Malaysian Accounting Standards Board (“MASB’) Standard No.19 on “Events After the Balance Sheet Date”. In the previous financial period, the final dividend was accrued as a liability when proposed by the Directors.                                        (ii) The impairment loss, in compliance with the new MASB 23. In the previous financial period, the investment properties were carried at cost, less any permanent diminution in value. 

The changes in MASB 19 in the accounting policies have been accounted for retrospectively and have the effect of increasing the consolidated retained profits for the financial period ended 31 December 2001 by RM5.6million and net tangible assets per share to RM2.7229. 

	
	RM’000

	Group Retained Profits
	

	At 31 December 2001 as previously reported in the audited balance sheet
	146,812

	Add: Proposed final dividend for the financial period ended 31 December 2001
	5,627

	At 31 December 2001 as restated
	152,439


The effects of the changes in MASB 23 on the accounting policies are prospective. 

The final dividend was recognized as a liability after the shareholders’ approval at the Annual General Meeting on 18 th June 2002. The impairment loss of RM7.8million has been provided for in full in the 6 months ended 30 June 2002.

2. Exceptional items                                                                                                                                There were no exceptional items for the 6 months ended 30 June 2002.

3. Extraordinary items                                                                                                                                There were no extraordinary items for the 6 months ended 30 June 2002.

4. Taxation                                                                                                                                            Taxation consists of:

	
	Current  

Year

Quarter
	Current

Year

To Date

	
	30/06/2002
	30/06/2002

	
	RM’000
	RM’000

	Current tax
	5,097
	16,847

	Deferred tax
	-
	143

	Under/(Over) provision in        prior years 
	-
	415

	
	5,097
	17,405


The effective tax rate of the Group for the second quarter ended 30 June 2002 was lower than the statutory tax rate is mainly due to overprovision in the previous quarter. However, the effective tax rate of the Group for the 6 months ended 30 June 2002 was higher than the statutory tax rate is mainly due to certain expenses not deductible for tax purposes.

5. Profits on sale of investments                                                                                                             The disposal of investments in Phileo Allied Options and Financial Futures Sdn Bhd (POFF), Phileo Asset Management Sdn Bhd (PAM) and PhileoAllied Unit Trust Management Bhd (PAUT) was deemed to be completed on 31 March 2002, and gave rise to a loss of RM3,061,000 at Group level and a gain of RM6,229,000 at Company level. There was no other sale of investments in subsidiaries or properties for the 6 months ended 30 June 2002.

6. Quoted securities                                                                                                                              Summary of total purchases and sales of quoted securities for the 6 months ended 30 June 2002 and profit/loss arising there from:-

	
	Long term investments
	Marketable Securities

	
	Quoted shares
	Quoted unit trust
	Quoted bonds/loan stocks
	Quoted shares

	
	RM’000
	RM’000
	RM’000
	RM’000

	 Total Alloted/ Purchases
	23,000
	-
	-
	3,078

	 Total Disposals
	-
	-
	-
	9,043

	 Total Profit/(Loss) on Disposal
	-
	-
	-
	639

	
	
	
	
	

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

	Total investments at cost
	23,018
	74,370
	12,887
	117,898

	Total investments at carrying value/book value (after provision for diminution in value)
	23,018
	62,358
	12,402
	54,050

	Total investment at market value at end of reporting period
	15,081
	39,709
	2,995
	54,050

	
	
	
	
	


7. Changes in the composition of the Group                                                                                           On 19 April 2002, the disposal of PAM, POFF and PAUT was completed following the listing of the 23,000,000 new ordinary shares of RM1.00 each in AAB allocated to the Company.
8. Status of corporate proposals                                                                                                                                       (a) In relation to the acquisition of the entire equity interest in Pos Malaysia Berhad (“POS”), 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. On 19 April 2002, the disposal of PAM, POFF and PAUT was completed following the listing of the 23,000,000 new ordinary shares of RM1.00 each in AAB allocated to the Company.

(c ) At the Company’s Extraordinary General Meeting held on 15 August 2001, the shareholders approved the proposed termination of the Company’s existing Employee Share Option Scheme (”The Scheme”) and proposed a new Employee Share Option Scheme for eligible employees of the Company and its subsidiary companies.

Following the completion of disposal of POFF, PAM and PAUT to Pentaville Investments Limited, a wholly owned subsidiary of AAB on 19 April 2002, the Scheme automatically lapsed and became null and void.

9. Debt and equity securities                                                                                                                 There were no issuance and repayment of debt and equity securities, share buy backs, share cancellations and resale of treasury shares for the 6 months ended 30 June 2002.  

10. Borrowings                                                                                                                                         Borrowings of the Group are as follows:

	
	As At Current Financial Period End 


	As At Preceding

Financial Year End

	
	30/06/2002
	31/12/2001

	
	RM’000
	RM’000

	Borrowings
	
	

	-
	Secured
	
	

	
	One year or less (short-term)
	208
	199

	
	More than one year (medium/long-term)
	1,881
	1,988

	-
	Unsecured
	
	

	
	One year or less (short-term)
	-
	305

	
	
	2,089
	2,492


11. Contingent liabilities                                                                                                                           There were no contingent liabilities for the 6 months ended 30 June 2002, except for the followings:-                     (a) (i) pursuant to 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, PSH Allied Berhad (formerly known as PhileoAllied Finance (Malaysia) Berhad) (“PSHA”) 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. There were no claims from MBB arising from the above warranties, undertakings and obligations as at date of this report, except as disclosed in Note 11(a )(iii).

(ii) For material litigation matters identified in the Share Sale Agreement, the Company and PSHA have agreed to indemnify MBB to the extent of the amount stated in the final judgement (including taxed costs and costs of solicitors in defending the claims) if the claim for indemnity is received by the Company and PSHA within 4 years from the Completion Date of 31 January 2001. There were no claims for indemnity from MBB arising from the above material litigation matters as at the date of this report.

(iii) On 18 January 2002, the Company and PSHA were served with a Writ of Summons by MBB . MBB is seeking inter alia, for a declaration that the Company and PSHA have breached its warranties and undertakings under the Sale and Purchase Agreement dated 30 August 2000 in failing to disclose the condition of the loan and security documents in relation to the credit facility by Phileo Allied Credit and Leasing Sdn Bhd to Salient Growth and a declaration that the Company is liable to indemnify MBB for damages and liabilities sustained in respect of the alleged breach. In its Amended Writ and Statement of Claim, MBB is also seeking for damages to be assessed by the Court. 

 (b) The Group is disputing claims by a third party for additional land lease rental payments amounting to RM4,910,000 relating to a subsidiary company.

12. Off balance sheet financial instruments                                                                                          There were no financial instruments with off balance sheet risk for the 6 months ended 30 June 2002.

13.  Material litigation                                                                                                                                      The Company and its subsidiary, PSH Allied Berhad (formerly known as PhileoAllied Finance (Malaysia) Berhad) (“PSHA”) were served with an amended writ of summons by Malayan Banking Berhad (“the Plaintiff”). In Kuala Lumpur High Court, Malayan Banking Berhad versus Phileo Allied Berhad and Phileo Allied Finance (Malaysia) Berhad (“collectively “the Defendants”), 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.

On 30 July 2002, Defendants’ application to strike out Plaintiff’s suit was allowed with costs by the Senior Assistant Registrar. A Notice of Appeal to Judge In Chambers dated 6 August 2002 has been filed by the Plaintiff. The matter is pending before the High Court.

14.  Segmental reporting                                                                                                                                Segmental reporting for the Group’s 6 months ended 30 June 2002 are as follows:

	Business segment
	Holding company
	Postal and its related services
	Funds management, unit trust management, and options and financial futures broking
	Others, including property investment,     financing and investment holding
	Total



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

	Revenue
	-
	336,149
	2,218
	446
	338,813

	
	
	
	
	
	

	Segment results
	(5,460)
	57,432
	460
	(7,618)
	44,814

	Unallocated expenses
	
	
	
	
	-

	Operating profit
	
	
	
	
	44,814

	Finance costs
	
	
	
	
	(3,425)

	Interest income
	
	
	
	
	3,416

	Share of profit of associated companies
	
	
	
	
	3,078

	Income taxes
	
	
	
	
	(17,405)

	Net profit
	
	
	
	
	30,478

	
	
	
	
	
	

	Segment assets
	249,485
	1,196,530
	-
	46,028
	1,492,043

	Investment in equity method associates
	
	74,035
	
	
	74,035

	Unallocated assets
	
	
	
	
	-

	Total assets
	
	
	
	
	1,566,078


The activities are conducted principally in Malaysia and accordingly, no information on the Group’s operations by geographical segments has been provided.

15. Material changes in profit before taxation                                                                                        For the current quarter, the Group registered a profit before taxation of RM21.4 million for the 3 months ended 30 June 2002 as compared with RM26.4 million for the 3 months ended 31 March 2001. The decrease is mainly due to the impairment loss on one of its properties, and lower postal business activities in the current quarter as compared to first quarter. 

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

	
	Quarter Ended 
	Quarter Ended 

	
	30 June 2002
	31 March 2002

	
	RM’000
	RM’000

	Holding company
	(1,296)
	(4,262)

	Postal and its related services
	28,572
	32,029

	Funds management, unit trust management, and options and financial futures broking
	-
	558

	Others, including property investment, financing and investment holding
	(5,831)
	(1,887)

	
	21,445
	26,438


The holding company incurred a lower loss before taxation of RM1.3million as compared to a loss before taxation of RM4.3million for the 3 months ended 31 March 2002. This is mainly due to the Group incurred a loss of RM3.1million from the disposal of POFF, PAM and PAUT in the previous quarter. 
The postal and its related services registered a profit before taxation of RM28.6million in the current quarter as compared to RM32.0million for the 3 months ended 31 March 2001. This is mainly due to the lower postal business activities in the current quarter as compared to the first quarter.

On 31 March 2002, the disposal of the entire equity interests in the funds management, unit trust management, and options and financial futures broking business was deemed completed.

Others incurred a loss before taxation of RM5.8million as compared to a loss before taxation of RM1.9million for the 3 months ended 31 March 2002. This is mainly due to the impairment loss on one of its properties. 

17. Subsequent events                                                                                                                                   On 5 August 2002, pursuant to Section 308 of the Companies Act, 1965, the Company had made an application to the Companies Commission of Malaysia (“CCM”) to strike off PSH Education Sdn Bhd (formerly known as Phileo Allied Education Sdn Bhd), PSH Research Sdn Bhd (formerly known as Phileo Allied Research Sdn Bhd), Gerak Kawal Sdn Bhd and Prima Managers Sdn Bhd, i.e. the wholly owned subsidiary companies. The application is pending the approval from CCM.
18. 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.

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                                                                                                      Not applicable.
21. Dividend                                                                                                                                                  The Board of Directors does not recommend the payment of any dividend in respect of the financial period ended 30 June 2002. 

BY ORDER OF THE BOARD

THEAN SIEW HEIN                                                                                                                                            COMPANY SECRETARY                                                                                                                                                                                                                                                                                                 29 August 2002 

