POS MALAYSIA & SERVICES HOLDINGS BERHAD                                                                      

NOTES TO THE INTERIM FINANCIAL REPORT

A1.  Basis of preparation  

The interim financial statements are unaudited and have been prepared in compliance with the Malaysian Accounting Standards Board (“MASB”) 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”). The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2003. The Group has adopted the same accounting policies and methods of computation in the financial statements for the current reporting period as the audited financial statements for the year ended 31 December 2003.

A2. Audit report 


The audit report for the audited financial statements for the year ended 31 December 2003 was reported  without any audit qualification.

A3. Seasonal or cyclical factors 


The Group’s operations were not affected by any seasonal or cyclical factors, except for the postal and its related services entities.

A4. Unusual items 



There were no unusual items for the current quarter and financial year-to-date. 

A5. Changes in estimates 


There were no changes in estimates of amount, which would materially affect the current reporting period. 

A6. Debt and equity securities 


During the financial year-to-date, the Company increased its issued and paid-up share capital from RM440,965,991 to RM457,446,198 as a result of :                                                                                   (i) the issuance of 5,529,000 new ordinary shares of RM1.00 each to eligible employees who have  exercised their options under the Company’s Employee Share Option Scheme (“ESOS”); and                                                                                                          (ii) RM19,712,180 nominal amount of 8% Irredeemable Convertible Unsecured Loan Stocks 1999/2004 (“ICULS 1999/2004”) were converted into 10,951,207 new ordinary shares of RM1.00 each.                                             

Other than those above, there was no cancellation, repurchase, resale and repayment of debt and equity securities.

 A7.  Dividends paid

There was no dividend paid during the current quarter and financial year-to-date.

A8. Segmental reporting 

Segmental reporting for the current year-to-date is as follows:

	Business segment
	Holding company
	Postal and its related services
	Others, including property investment   and investment holding
	Total



	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	-
	335,730
	459
	336,189

	
	
	
	
	

	Segment results
	(2,751)
	42,473
	1,955
	41,677

	Unallocated expenses
	
	
	
	-

	Operating profit
	
	
	
	41,677

	Finance costs
	
	
	
	(2,506)

	Interest income
	
	
	
	14,474

	Share of profit of  associated companies
	
	
	
	4,504

	Income taxes
	
	
	
	(17,502)

	Net profit
	
	
	
	40,647

	
	
	
	
	

	Segment assets
	491,694
	1,089,186
	43,383
	1,624,263

	Associated companies
	
	94,053
	
	94,053

	Total assets
	
	
	
	1,718,316

	
	
	
	
	

	Segment liabilities
	65,485
	413,998
	314
	479,797

	Total liabilities
	
	
	
	479,797

	
	
	
	
	

	Capital expenditure
	38
	9,060
	6
	9,104

	Depreciation
	25
	20,698
	177
	20,900

	
	
	
	
	



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

A9.  Valuation of property, plant and equipment 


There has not been any valuation of property, plant and equipment for the Group, except for the valuation of seven (7) pieces of land in Ipoh.

A10. Subsequent events

There were no material events subsequent to the end of the reporting period that have not been reflected in the financial statements, other than, on 27 July 2004, the Company and its subsidiary, Pos Malaysia Berhad (“PMB”) have signed an agreement with Transmile Group Berhad (“TGB”) on the proposed subscription of an aggregate of 40,480,000 new ordinary shares of RM1.00 each in TGB representing approximately 20.3% of the enlarged issued and paid-up share capital of TGB for a subscription price of RM6.25 per share, encompasses the following:       

(i) proposed subscription of 24,800,000 new ordinary shares of RM1.00 each in TGB by PMB representing approximately 12.4% of the enlarged issued and paid-up share capital of TGB for a subscription price of RM6.25 per share; and

(ii) proposed subscription of 15,680,000 new ordinary shares of RM1.00 each in TGB by the Company representing approximately 7.9% of the enlarged issued and paid-up share capital of TGB for a subscription price of RM6.25 per share.

A11. Changes in the composition of the Group 


There were no changes in the composition of the Group for the current quarter and financial year-to-date.

A12. Contingent liabilities or contingent assets 

There were no changes in the contingent liabilities as at the date of this announcement since the preceding financial period ended 31 December 2003 except as disclosed below:- 

        (a)
On 19 March 2004 and 25 May 2004, Malayan Banking Berhad (“MBB”) claimed, as part indemnity, sums amounting to RM300,000 and  RM75,495 for the purposes of an out of court settlement and legal costs incurred respectively, for one of the material litigations identified in the agreement entered into between the Company and  PSH Allied Berhad (“PSHA”) and MBB on the sale of PhileoAllied Bank (Malaysia) Berhad and Phileo Allied Securities Sdn. Bhd. dated 30 August 2000, wherein 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.
(b) 
Save as disclosed in Note A12(a) above, there were no other claims for indemnity from MBB arising from the above material litigation matters as at the date of this report. 

There were no contingent assets at the end of the reporting period.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BMSB

B1. Review of performance

The pre-tax profit of the Group for the current quarter is RM20.1 million, a decrease over the preceding year corresponding quarter of RM24.3 million. The pre-tax profits of the major business segments are as follows:- 

	
	3 Months Ended 
	3 Months Ended 

	
	30 June 2004
	30 June 2003

	
	RM’000
	RM’000

	Holding company
	1,296
	(2,033)

	Postal and its related services
	17,051
	26,294

	Others, including property investment and investment holding
	1,739
	86

	
	20,086
	24,347


The holding company registered a profit before taxation of RM1.3 million in the current quarter as compared to a loss before taxation of RM2.0 million in the preceding corresponding quarter. This is mainly due to higher interest income earned in the current quarter.

For the current quarter, the postal and its related services group registered a lower profit before taxation of RM17.1 million as compared to a profit before taxation of RM26.3 million in the preceding corresponding quarter. This is mainly due to lower share of profits from associate companies of RM2.1 million and higher provision for diminution in value made of RM2.9 million as compared to no provision made in preceding corresponding quarter.
Other segments registered a profit before taxation of RM1.7 million in the current quarter as compared to a profit before taxation of RM86,000 in the preceding corresponding quarter due to the reversal of provision for impairment losses on one of its properties amounting to RM1.7 million in the current quarter.

B2. Material changes in quarterly results as compared to the results of the preceding quarter 

The results of the major segments of the Group are as follows:-

	
	3 Months Ended 
	3 Months Ended 

	
	30 June 2004
	31 March 2004

	
	RM’000
	RM’000

	Holding company
	1,296
	892

	Postal and its related services
	17,051
	36,955

	Others, including property investment  and investment holding
	1,739
	216

	
	20,086
	38,063


The postal and its related services group registered a lower profit before taxation of RM17.1 million in the current quarter as compared to a profit before taxation of RM37.0 million in the preceding quarter. This is mainly due to lower earnings from mail and provision for diminution in value made in the quarter of RM2.9 million. Furthermore, its subsidiary involves in printing, inserting and mailing of postal articles also recorded a lower revenue of RM7 million.

Other segments registered a profit before taxation of RM1.7 million in the current quarter as compared to a profit before taxation of RM0.2 million in the preceding quarter due to the reversal of provision for impairment losses on one of its properties amounting to RM1.7 million in the current quarter.

B3. Future prospects

Barring any unforeseen circumstances, the Board of Directors is positive regarding the Group’s performance for the rest of the current financial year. The Group’s postal and its related services are expected to improve in line with the current economic conditions.
B4. Variance of actual profit from profit forecast

Not applicable.

B5. Tax expense 

Major component of tax expense:

	
	3 Months Ended 
	Period Ended

	
	30 June 2004
	30 June 2004

	
	RM’000
	RM’000

	Current tax expense
	
	

	- company and subsidiary companies
	4,415
	15,886

	Under provision in prior years
	
	

	- company and subsidiary companies
	-
	86

	Deferred taxation
	
	

	- associated companies
	870
	1,530

	
	5,285
	17,502

	       Reconciliation:
	
	

	Profit before tax
	20,086
	58,149

	
	
	

	Tax at statutory income tax rate @ 28%
	5,624
	16,282

	Tax effect of expenses not (allowable)/deductible for tax purposes
	(339) 
	1,134

	Under provision in prior years
	-
	86

	
	5,285
	17,502


B6. Sale of unquoted investments and/or properties


There was no sale of investments in subsidiaries and/or properties during the current quarter and financial year-to-date. 

B7. Purchase and disposal of quoted securities 

Summary of total purchases and sales of quoted securities for the financial year-to-date and profit/loss arising therefrom:-

	
	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 Purchases
	 -
	-
	-
	52,555

	 Total Disposals
	-
	-
	-
	56,353

	 Total Gain on Disposal
	-
	-
	-
	3,798

	
	
	
	
	

	Summary of quoted securities as at 30 June 2004 were as follows:-
	
	
	
	

	Total investments at cost
	23,019
	74,370
	3,879
	112,027

	Total investments at carrying value/book value (after provision for diminution in value)
	23,019
	62,358
	3,879
	48,560

	Total investment at market value at end of reporting period
	11,394
	40,609
	3,879
	43,141

	
	
	
	
	


B8. Status of corporate proposals

(a)     In relation to the acquisition of the entire equity interest in Pos Malaysia Berhad (“POS”), the subject draft lease agreements of the procurement of the ownership for all types of subject properties by POS including those land categorised as federal reserve land with the Federal Land Commissioner have been finalised; pending some actions which need to be undertaken. 

(b)    In relation to the proposed subscription of an aggregate of 40,480,000 new ordinary shares of RM1.00 each in TGB, the proposal is pending approval from the relevant authorities and shareholders.
B9. Group borrowings

There were no borrowings for the Group at the end of the reporting period.

B10. Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk at the date of this quarterly report.

B11. Material litigation

 There is no change in the status of material litigation since the latest audited annual financial     statements of the Group for the year ended 31 December 2003.
B12. Dividend 

No interim dividend is recommended for the current quarter under review. 

B13. Earnings per share (EPS) 

The basic earnings per share has been calculated based on the Group’s net profit attributable to shareholders and on the weighted average number of ordinary shares in issue during the financial period. The weighted average number of ordinary shares has been adjusted for the exclusion of the number of treasury shares of 38,588,000.

	
	3 months ended

30 June 2004
	3 months ended

30 June 2003
	Period ended

30 June 2004
	Period ended

30 June 2003

	Group’s profit after taxation (RM’000)
	14,801
	18,107
	40,647
	31,603

	Weighted average number of ordinary shares outstanding (‘000) 
	415,511
	390,788
	410,006
	390.788

	
	
	
	
	

	Basic earnings per share (sen)
	3.56
	4.63
	9.91
	8.09


Diluted earnings per share 

For diluted earnings per share calculation, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential ordinary shares. The Group has two categories of dilutive potential ordinary shares: ICULS 1999/2004 and ESOS granted to employees.

The ICULS 1999/2004 is assumed to have been converted into ordinary shares and net profit for the period is adjusted to eliminate the applicable interest expense less the associated tax effect. In respect of the ESOS granted to employees, a calculation is done to determine the number of shares that could be acquired at fair value (determined as the average share price of the Company’s shares) based on the monetary value of the subscription rights attached to outstanding ESOS. The number of shares calculated is compared with the number of shares that would have been issued assuming the exercise of the ESOS. The difference is added to the denominator as an issue of ordinary shares for no consideration. The calculation serves to determine the “bonus” element in the ordinary shares outstanding for the purpose of computing the dilution. No adjustment is made to net profit for the period for the ESOS calculation.

	
	3 months ended

30 June 2004
	3 months ended

30 June 2003
	Period ended

30 June 2004
	Period ended

30 June 2003

	Group’s profit after taxation (RM’000)
	14,801
	18,107
	40,647
	31,603

	Elimination of interest on ICULS (RM’000)
	1,250
	1,668
	2,499
	3,317

	Sub-total (RM’000)
	16,051
	19,775
	43,146
	34,920

	
	
	
	
	

	Weighted average number of ordinary shares outstanding (‘000)  
	415,511
	390,788
	410,006
	390,788

	Adjustment for exercise of ESOS (‘000)
	2,818
	-
	5,637
	-

	Adjustment  for conversion of ICULS (‘000)  
	34,906
	46,457
	34,906
	46,457

	Sub-total (’000)
	453,235
	437,245
	450,549
	437,245

	
	
	
	
	

	Diluted earnings per share (sen)
	3.54
	4.52
	9.58
	7.99


BY ORDER OF THE BOARD

THEAN SIEW HEIN

WOON YOKE LIM

COMPANY SECRETARIES

26 August 2004 
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