AFFIN HOLDINGS BERHAD

Notes


1. Accounting Policies

The financial statements have been prepared using the same accounting policies, method of computation and basis of consolidation as compared with those used in the preparation of the most recent annual financial statements.

2. Exceptional Item

The exceptional loss is related to the disposal of Hellar Factoring (M) Sdn Bhd which is under members’ voluntary liquidation. 

3. Extraordinary Item

There were no extraordinary items. 

4. Taxation


Current financial quarter

Preceding year corresponding quarter

Current year-to-date

Preceding year corresponding year-to-date


RM’000

RM’000

RM’000

RM’000









The taxation charge arising in Malaysia for the year :
















Current taxation
(29,034)

N/A

(29,034)

46,346

Transferred from deferred taxation
18,170



18,170

(7,555)

Associated company
(2,084)

N/A

(2,084)

2,962

Under/(over) provision in prior years
2,493



75

(56,575)


(10,455)

N/A

(12,873)

(14,822)

5. Pre-acquisition Profit

Included in the accounts was a pre-acquisition loss of RM66.5million arising from the acquisition of ACF Holdings Berhad on 5 November 1999. 

6. Profit on sale of investments and/or Properties

Included in the Group’s profits were gain on realisation of investment securities of RM23.4 million, gain on realisation of dealing securities of RM940,000 and loss on disposal of fixed assets amounting to RM66,000 

7. Quoted Securities

Not required as exempted by the Exchange circular dated 11 March 1999 in view of the Group’s principal activities which is mainly the provision of financial services. 

8. Changes in the Composition of the Group

ACF Holdings Berhad has become a subsidiary of Affin Holdings Berhad (AHB) with effective holdings of 54.5% with effect from 5 November 1999.  The results of ACF Holdings Berhad have been consolidated into the accounts of AHB for the financial year ended 31 December 1999. 

9. Status of Corporate Proposals

The status of corporate proposals announced but not completed as at 31 December 1999 is as follows:-

Decription of the corporate proposal

Status

1.
Proposed acquisition of 61,997,002 ordinary shares in ACF Holdings Berhad (ACFB) representing 33.6% of ACFB’s issued and paid-up share capital

The acquisition of ACF Holdings was approved by the shareholders of AHB  on 1 November 1999.  The shares acquisition was completed in November 1999.   

2.
Proposed disposal of 96,000,000 ordinary shares representing the entire issued and paid-up share capital of Affin Finance Berhad to ACF Holdings Berhad

The disposal of Affin Finance Berhad was completed on 3 November 1999.    

Decription of the corporate proposal

Status

3.
Proposed issue of up to 70,006,286 new AHB shares at an issue price of RM2.10 per share in connection with the proposed unconditional mandatory take-over offer for the remaining ACFB shares

The Mandatory General Offer was completed on 21 January 2000.  Affin Holdings Berhad issued 36.2 million new AHB shares to the shareholders of    ACFB who have opted for AHB shares.  

4.
Proposed rights issue of up to 408,946,849 new AHB shares with up to 204,473,424 new warrants on the basis of 2 rights shares with 1 new warrant for every 4 AHB shares held after the proposed acquisition and proposed AHB share issue

Approvals from the Securities Commission and shareholders were obtained on 28 July 1999 and 1 November 1999 respectively.

Pending implementation.

5.
Proposed merger with BSN Commercial Bank Berhad, BSN Merchant Bank Berhad & BSN Finance Berhad

Bank Negara Malaysia (BNM) has confirmed in writing to AHB that Perwira Affin Bank Berhad has been selected as an anchor bank vide their letter dated 28 February 2000 and the authority’s endorsement of the merger plan.  

6.
Proposed merger with Arab-Malaysian Bank Berhad, Arab-Malaysian Merchant Bank Berhad, Arab-Malaysian Finance Berhad, Utama Bank & Utama Merchant Bank Berhad

The MOU for the proposed merger was signed on 29 September 1999.  The MOU has since been put in abeyance.  BNM has allowed the Group to terminate the MOUs entered with AMMB Holdings Berhad and Utama Banking Group. 

10. Seasonal or Cyclical Factors

The Group operations are generally not affected by any seasonal or cyclical factors but are in tandem with the country’s economic situation. 


11. Corporate Developments

There were no issuances and repayment of debts and equity securities, share buy-back, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial year ended 31 December 1999.

12. Group Borrowings and Debt Securities




Current financial year ended 31 December 1999



RM’000

Deposit from customers : MYR




Fixed deposits and negotiable instruments of deposits




Currency : MYR




Secured




  One year or less (short-term)

4,948,146


  More than one year (medium/long-term)

227,017







Currency : USD




Secured




  One year or less (short-term)

5,274


  More than one year (medium/long-term)

0


Currency : EUR




Secured




  One year or less (short-term)

13,378


  More than one year (medium/long-term)









Currency : GBR




Secured

9,422


  One year or less (short-term)




  More than one year (medium/long-term)






5,203,237






Deposit and Placements of Banks and Other Financial Institutions :




Currency : MYR




Secured




  One year or less (short-term)

1,614,635


  More than one year (medium/long-term)

0







Currency : MYR




Unsecured




  One year or less (short-term)

316,500


  More than one year (medium/long-term)

0







Currency : USD




Unsecured




  One year or less (short-term)

143,070


  More than one year (medium/long-term

0




2,074,205

Bonds and notes




Secured




  One year or less (short-term)

186,795


  More than one year (medium/long-term)

834,092


Unsecured




  One year or less (short-term)

0


  More than one year (medium/long-term)

0




1,020,887






Subordinated term loan/Bank borrowings




Secured




  One year or less (short-term)




  More than one year (medium/long-term)




Unsecured




  One year or less (short-term)

550,090


  More than one year (medium/long-term)






550'090

13. Commitments and contingencies




Current financial year ended 31 December 1999




RM’000

(i)
Capital commitments:




Authorised capital expenditure contracted but not provided for

165,184


Capital expenditure approved by the Board but not contracted for

11,688




176,872

(ii)
Lease commitments :




Year




2000

120,339


2001

89,154


2002



59,443


2003

29,717


(iii) Risk weighted exposures of the Group as at 31 December 1999.                   



In the normal course of business, the Group makes commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions.




Current financial year ended 31 December 1999



Principal amount

Credit equivalent amount *



RMmn

RMmn

Direct credit substitutes

1,009

1,009

Transaction-related contingent items

1,635

818

Short-term self-liquidating trade-related contingencies

480

96

Hire purchase sold directly and indirectly to Cagamas with recourse

167

167

Housing loans sold directly and indirectly to Cagamas with recourse

357

357

Other assets sold with recourse and commitments with certain drawdown

114

51



Guarantees

402

402

Obligations under underwriting agreements

562

281

Foreign exchange related contracts






-
Less than one year

2,173

36

-
One year to less than five year

-

-

-
Five year and above

-

-

Interest rate related contracts






-
Less than one year

47

4
4

-
One year to less than five year

30


1

-
Five year and above

11


2

Irrevocable commitments to extend credit:





-
Maturity exceeding 1 year

1,691


845

-
Maturity not exceeding 1 year

1,916


-

Equity and commodity related contracts






Al-Kafalah






Miscellaneous




0



10,594


4,069

*The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara Malaysia circulars.

14. Financial instruments with off-balance sheet risk
Value of contract classified by remaining period to maturity as at 31 December 1999

RM’000

Item
Principal Amt
1 mth or less
> 1 – 3 mths
>3-6 mths
>6-12 mths
>1-5 yrs
> 5 yrs
Margin requirement

Foreign Exchange









related contract









-
Forwards
413,693
187,371
185,613
33,788
6,921




-
Swaps
1,759,443
480,861
1,055,352
129,696
93,534




-
Options




















Interest Rate









Related contract









-
Forwards









-
Futures
37,000

24,000
13,000
-


22

-
Swaps
51,400


10,000

30,000
11,400


-
Options




















Equity and









commodity related









contracts









-
Equity futures









-
Commodity 









-
future









-
Equity options




















Total
2,261,536
668,232
1,264,965
186,484
100,455
30,000
11,400
22

Foreign exchange, interest rate and 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 amount subject to market risk.  Exposure to market risk may be reduced through offsetting on and off-balance sheet positions.  As at end of the financial quarter, the amount of contracts which were not hedged and, hence, exposed to market risk was RM 2.1 million, while the notional amount of interest rate exposures in Klibor futures equivalent terms was RM82.0 million.

Credit risk

Credit risk arises from the possibility that a counter-party may be unable to meet the terms of a contract in which the bank has a gain position.  As at 31 December, the amounts of foreign exchange and interest rate credit risk, measured in term of the cost to replace the profitable contracts, were RM 36.0 million and RM2.3 million respectively.  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.

15. Material litigation

There are legal suits against the commercial bank and the merchant bank in respect of counter claims of approximately RM52.6 million.  Based on legal advice, the directors of the commercial bank and the merchant bank are of the opinion that no provisions for damages need to be made in the accounts as the probability of adverse adjudication against the commercial bank and the merchant bank is remote. 

16. Segmental reporting on revenue, profit and assets

The segment analysis of the Group by activity for the financial year ended 31 December 1999 are as follows:-


Operating revenue

Profit/(loss) before taxation

Assets employed


RM’000

RM’000

RM’000

Investment holding
82,002

25,333

2,139,159

Commercial banking
1,199,847

105,149

15,023,251

Merchant banking
195,869

2,573

2,526,421

Finance and leasing
75,374

13,608

4,503,802

Discount house and money-broking
136,556

65,857

1,670,492

Securities and asset management
32,875

1,462

167,622


1,526,654

213,982

26,030,747

Consolidation adjustments
(83,950)

(57,076)

(1,520,159)


1,442,704

156,906

24,510,588

17. Comment on financial results 


Not available as the fourth quarter report for the preceding year’s corresponding results were not needed for announcement. 

18. Review of Performance of the Company and its Principal Subsidiaries

For the period under review, the Group recorded a turnover of RM1.44 billion and profit before taxation of RM156.9 million.  In the opinion of the Directors, the results for the financial period under review have not been affected by any transaction or event of a material of unusual nature.

19. Prospect for the Current Financial Year

Barring any unforeseen circumstances, the Group’s performance in 2000 should improve in line with the recovery of the Malaysian economy.

20. Variance of Actual Profit from Forecast Profit

AHB did not issue any profit forecast and profit guarantee during the period.

21. Dividend

No interim dividend has been declared for the period under review and the Board has not decided on the final dividend.

By Order of the Board

Bukhari Abdul Kudus

Secretary

Kuala Lumpur

29 February 2000
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