AFFIN HOLDINGS BERHAD

Notes – Financial quarter ended 31 December 2000


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

There were no exceptional items during the financial reporting period. 

3. Extraordinary Item

There were no extraordinary items during the financial reporting period. 

4. Taxation


Current financial quarter

Preceding year corresponding quarter

Current year-to-date

Preceding year 


31/12/2000

31/12/1999

31/12/2000

31/12/1999


RM’000

RM’000

RM’000

RM’000









The taxation charge arising in Malaysia







 for the year:








Current taxation
(15,685)

(9,441)

36,458

(9,390)

Associated company
1,420

(2,084)

1,400

(2,084)

Transfer to deferred taxation liability 
1,460

9,800

1,460

9,800

Writ-off from deferred taxation








  benefit 
-

8,370

-

8,370

Under/(over) provision in prior years
(13,856)

(3,924)

(13,856)

(6,393)


(26,661)

2,721

25,462

303

5. Pre-acquisition Profit

The consolidated balance sheet has excluded the pre-acquisition profit of RM1,670,000 arising from acquisition of additional 23.55% interest in ACF Holdings Berhad vide the Mandatory General Offer which was completed on 21 January 2000.

6. Profit on sale of investments and/or Properties

Included in the Group’s profits were gains on realisation of investment securities of RM11.77 million and gain on realisation of dealing securities of RM11.02 million, which arose in the ordinary course of business of the group. 

7. Quoted Securities

There were no purchases or disposals of quoted securities for the financial quarter ended 31 December 2000 other than in the ordinary course of business of the group.

8. Changes in the Composition of the Group

ACF Holdings Berhad became a subsidiary of Affin Holdings Berhad (AHB) with effective holding of 54.5% on 5 November 1999.  On 21 January 2000, Affin Holdings Berhad’s interest in ACF Holdings Berhad increased to 78.05% upon completion of the unconditional mandatory general offer to acquire the remaining ACF Holdings Berhad shares not held by Affin Holdings Berhad.  

9. Status of Corporate Proposals

The status of corporate proposals announced but not completed as at 31 December 2000 are as follows:-

Decription of the corporate proposal

Status

1.
Acquisitions of:

· Certain assets and liabilities of BSN Commercial Bank (Malaysia) Berhad (BSNC), 

· BSN Merchant Bank Bhd (BSNMB) &

·  BSN Finance Berhad (BSNF)

The proposals have been submitted to the Ministry of Finance (MOF) through Bank Negara Malaysia (BNM) on 18 and 25 September 2000, Securities Commission (SC) and Foreign Investment Committee (FIC) on 6 October 2000.  As of the date of this announcement, we have obtained the approvals from FIC on 17 October 2000, shareholders of BSNC, Affin Holdings Berhad, ACF Holding Berhad on 6 November, 13 November and 16 November 2000 respectively.  Approval of MOF was also obtained on 13 November 2000.  Pursuant to the Vesting Order of the High Court of Malaya dated 18 December 2000 and 8 January 2001, the assets and liabilities acquired from BSNC and all the assets and liabilities of BSNMB were vested with Affin Bank Berhad (formerly known as Perwira Affin Bank Berhad) (ABB) on 1 January 2001 and 8 January 2001 respectively.

The business, assets and liabilities of BSNF was also transferred to and vested with Asia Commercial Finance (ACF) on 4 January 2001.







Decription of the corporate proposal

Status

2.
Proposed acquisition of Amsteel Securites (M) Sdn Bhd by Affin-UOB Holdings Sdn Bhd (AUOBH), a 55% owned subsidiary of AHB

Following the announcement made on 14 December 2000, AUOBH has placed a refundable deposit amounting to RM28,500,000 with the stakeholder identified in the Sale & Purchase Agreement.






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

Affin Holdings Berhad has on 22 February 2000, fully redeemed its Redeemable Bank Guaranteed Bonds 1995/2000 of RM255.0 million with its sinking fund balance and also from short term borrowing from a licensed commercial bank.  The short term borrowing from the commercial bank was fully repaid on 21 July 2000 upon the completion of Affin Holdings Berhad’s rights issue with the allotment of rights issue shares to the respective applicants. 

Affin Holdings Berhad’s rights issue of 307,551,668 new ordinary shares at RM2.10 per rights share with 153,775,834 new warrants at no cost was successfully implemented and completed in June 2000.  As announced on 19 June 2000, the level of acceptance of the rights issue was 91.12%, while the excess share applications was 5.44% of the total issue, leaving an under subscription of 10,580,949 rights issue shares or 3.44% which was taken up by Lembaga Tabung Angkatan Tentera.

The above rights issue shares and warrants were allotted to the respective applicants on 8 July 2000 and subsequently listed on the Kuala Lumpur Stock Exchange on 19 July 2000.

Total proceeds raised from the above exercise were RM645.9 million, of which RM325.6 million was used to settle the short term borrowings from licensed commercial banks, RM9 million was used to subscribe for the additional shares issued by its fund management subsidiary and RM67.8 million was used to settle part of the purchase consideration for the acquisition of certain assets and liabilities of BSN Commercial Bank (M) Berhad.  The remaining balance is currently placed in various interests yielding instruments pending the Board’s decision on its utilisation.       

12. Group Borrowings and Debt Securities




Current financial quarter ended             31/12/2000
Previous financial year end 

31/12/1999



RM’000
RM’000

  Deposit from customers : 





Fixed deposits and negotiable instruments of deposits





Currency : MYR





  One year or less (short-term)

11,924,672
12,992,164


  More than one year (medium/long-term)

604,919
331,005








Currency : USD





  One year or less (short-term)

11,871
-


  More than one year (medium/long-term)

-
-










12,541,462
13,323,169






Deposit and Placements of Banks and Other Financial Institutions :











Currency : MYR





  One year or less (short-term)

3,085,807
3,335,389


  More than one year (medium/long-term)

353,584
59,770








Currency : USD





  One year or less (short-term)

218,149
148,344


  More than one year (medium/long-term)

-


-










Currency : EUR





  One year or less (short-term)

-
13,378


  More than one year (medium/long-term)

-


-










Others

963
9,422




3,658,503
3,566,303








Current financial quarter ended             31/12/2000
Previous financial year end 

31/12/1999




RM’000
RM’000

Bonds and notes


Secured





  One year or less (short-term)

166,425
182,878


  More than one year (medium/long-term)

240,000
495,000


Unsecured





  One year or less (short-term)

-
-


  More than one year (medium/long-term)

-
-




406,425
677,878







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)

50,651
50,000


  More than one year (medium/long-term)

445,075
502,340




495,726
552,340

13. Risk weighted exposures of the Group                   

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 
Previous financial











quarter ended
year end






31/12/2000
31/12/1999






Principal amount

Credit equivalent amount *

Principal amount

Credit equivalent amount *







RM’000

RM’000

RM’000

RM’000

Direct credit substitutes



1,070,536

1,070,536

1,009,421 
1,009,421 


Transaction-related contingent items


1,594,143

 797,072

1,635,585 
817,793 


Short-term self-liquidating trade-related contingencies
2,012,718

402,504

479,747 
95,949


 


Housing loans sold directly and indirectly to 













 Cagamas with recourse



384,709

384,709

356,618 
356,618 


Hire purchase sold directly and indirectly to Cagamas













 with recourse



150,487

150,487

167,232 
167,232 


Other assets sold with recourse and commitments 













 with certain drawdown



-

-

101,654
50,827

Balance c/f




5,212,593

2,805,308

3,750,257
2,497,840






Current financial 
Previous financial











quarter ended
year end






31/12/2000
31/12/1999







Principal amount

Credit equivalent amount *

Principal amount

Credit equivalent amount *







RM’000

RM’000

RM’000
RM’000
Balance b/f




5,212,593

2,805,308

3,750,257
2,497,840

Guarantees




374,650

374,650

402,238
402,238


Obligations under underwriting agreements

1,508,500

754,250

561,651
280,826 


Foreign exchange related contracts













-
Less than one year


3,898,407

41,500

2,172,621
36,039 


-
One year to less than five year

-

-

- 
-
Five year and above


-

-

-
-



Interest rate related contracts













-
Less than one year


2,125,800

40,900

88,400
6,038



-
One year to less than five year

-

-

-
- 


-
Five year and above


-

-

-
-



Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year

1,416,531

708,266

1,690,572 
845,287 


-
Maturity not exceeding 1 year

3,079,870

-

1,915,907
-


Equity and commodity related contracts

-

-

-
-

Al-Kafalah




16,898

16,898

49
49



Endorsement of bankers’ acceptances


-

-

12,481
-










17,633,249

4,741,772

10,594,176
4,068,317 















*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 reporting date

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
1,760,663
1,351,092
218,412
149,204
41,955
-
-


-
Swaps
2,099,744
1,214,315
647,894
234,196
3,339
-
-


-
Options
38,000
38,000
-
-
-
-
-













Interest Rate









Related contract









-
Forwards
-
-
-
-
-
-
-


-
Futures
1,021,000
61,000
-
19,000
177,000
764,000
-
286

-
Swaps
1,104,800
60,000
5,000
20,000
65,000
943,400
11,400


-
Options
-
-
-
-
-
-
-













Equity and









commodity related









contracts









-
Equity futures
-
-
-
-
-
-
-


-
Commodity 
-
-
-
-
-
-
-


-
future
-
-
-
-
-
-
-


-
Equity options
-
-
-
-
-
-
-













Total
6,024,207
2,724,407
871,306
422,400
287,294
1,707,400
11,400
286

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 the reporting date, the notional amount of foreign exchange exposure which were not hedged and hence, exposed to market risk was RM 0.7 million (FYE 31/12/99: RM2.1 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM11.0 million (FYE 31/12/99: 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 the reporting date, the amounts of foreign exchange and interest rate credit risk, measured in term of the cost to replace the profitable contracts, was RM41.5 million (FYE 31/12/99: RM36.0 million) and RM40.9 million (FYE 31/12/99: 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.

Related accounting policies

i. Forward exchange related contracts

Unmatured forward exchange contracts are valued at forward rates as at balance sheet date applicable to their respective dates of maturity, and unrealised losses and gains are recognised in the income statement for the period.

ii. Derivative financial instruments

Transactions are undertaken in derivative financial instruments (‘derivative’) which include interest rate swaps, futures and similar instruments for trading and non-trading purposes.  Derivatives that are classified as non-trading are held for purpose of hedging exposures relating to the bank’s assets and liability management.

Gains and losses arising from specific hedging transactions are released to the income statement over the same period as the income or expense generated by the underlying transactions.  Where a transaction originally entered into as a hedge no longer represents a hedge, its value is restated and any change in value is taken to the income statement.

Gains and losses on instruments purchased or sold for trading purposes are taken to the income statement.  Any such transactions outstanding as at the balance sheet date are stated at market value.

15. Material litigation

At the date of this report there were no pending material litigation which would have materially affected the Group’s financial position.

16. Segmental reporting on revenue, profit and assets

The segment analysis of the Group by activity for the financial period ended 31 December 2000 is as follows:-





4th  Quarter 

Financial year

 





ended
ended
As at





31/12/2000
31/12/2000
31/12/2000





Operating revenue
Profit/(loss) before taxation
Operating revenue
Profit/(loss) before taxation
Assets employed





RM’000
RM’000
RM’000
RM’000
RM’000

Investment holding



58,572
48,247
74,115
14,694
3,123,161

Commercial banking



221,413
(179,483)
898,236
(102,808)
15,646,445

Merchant banking



35,366
145
130,052
(104,709)
2,057,810

Finance and leasing



104,291
16,420
420,352
76,235
4,556,083

Discount house and money-broking



30,060
12,416
120,713
68,745
1,760,308

Securities and asset management



(3,152)
(747)
57,234
9,207
173,005

Insurance



1,788
1,253
4,932
2,781
24,926





448,338
(101,749)
1,705,634
(35,855)
27,341,738

Consolidation adjustments



(47,190)
(58,817)
(77,714)
(60,508)
(2,685,373)





401,148
(160,566)
1,627,920
(96,363)
24,656,365











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





4th Quarter

Financial year 







ended
ended
As at 





31/12/1999


31/12/1999
31/12/1999





Operating revenue
Profit/(loss) before taxation
Operating revenue
Profit/(loss) before taxation
Assets employed





RM’000
RM’000
RM’000
RM’000
RM’000

Investment holding



70,631
54,800
84,702
23,069
2,613,020

Commercial banking



252,631
57,280
991,717
94,171
15,012,273

Merchant banking



40,182
(4,188)
195,869
2,573
2,526,421

Finance and leasing



222,419
30,376
295,071
18,545
2,982,816

Discount house and money-broking



27,366
15,287
136,557
65,858
1,670,493

Securities and asset management



7,338
(974)
29,817
50
167,479

Insurance



4,902
3,107
5,001
3,397
5,939





625,469
155,688
1,738,734
207,663
24,978,441

Consolidation adjustments



(200,643)
(77,668)
(197,852)
(63,342)
(479,357)





424,826
78,020
1,540,882
144,321
24,499,084











Segmental reporting on loans, advances and financing analysed by their economic purposes





Group


As at 

31/12/2000

RM’000

As at 31/12/1999 

RM’000






Agriculture


222,843

374,511

Mining and quarrying


88,373

26,054

Manufacturing
1,990,898

2,479,342

Electricity, gas and water


176,222

340,242

Construction
2,066,868

1,847,741

Real estate
725,173

537,133

Purchase of landed property
2,040,660

2,403,573

 (of which:-Residential
956,803

995,802

                   Non-residential)
1,083,857

1,407,771

General commerce
1,413,406

1,221,993






Transport, storage and communication
985,919

1,118,465

Finance, insurance and business service
836,688

1,240,373

Purchase of securities
908,950

1,153,157

Purchase of transport vehicles
2,173,358

1,683,961

Consumption credit
574,205

477,160

Others
831,079

924,211

Total gross loans, advances and financing
15,034,642

15,827,916


Non-performing loans



























Group









As at

31/12/2000
As at 

31/12/1999









RM’000
RM’000













Opening balance as at 1 January
3,202,341
2,455,380


Arising from acquisition of subsidiary company

-
447,622


Arising from disposal of subsidiary company

-
(9,226)


Non-performing during the year (gross)

1,872,712
1,988,620


Amount sold to Danaharta

(55,044)
(458,060)


Debts to equity conversion

(231,939)



Amount recovered

(514,180)
(778,261)


Amount written-off

(650,921)
(443,734)


Reclassified as performing
(1,042,914)
-



Closing balance as at 31 December
2,580,055
3,202,341
















Total net non-performing loans (and financing)

1,545,308
2,021,038


 as at 31 December





(as % of total loans)/1

10.66%
13.32%













/1 net of Specific Provision and Interest-in-Suspense
























Loan loss provision





















Movements in the provision for bad and doubtful debts (and financing) and interest-in-suspense/(income-in-suspense) accounts for the financial year are as follows:-

 
















Group









As at 31/12/2000
As at 31/12/1999









RM’000
RM’000



General provision









  Opening balance as at 1 January

240,536
218,469



Arising from acquisition of subsidiary company

-
34,145



Arising from disposal of subsidiary company

-
(641)



Provision made during the year

72,772
-



Amount recovered

(6,547)
(11,437)



Closing balance as at 31 December

306,761
240,536














(as % of total loans)/1
2.12%
1.59%









/1 net of Specific Provision and Interest-in-Suspense









Group









As at 31/12/2000
As at 31/12/1999









RM’000
RM’000



Specific provision










Opening balance as at 1 January

698,775
764,030



Arising from acquisition of subsidiary company

-
173,842



Arising from disposal of subsidiary company

-
(4,480)



Provision made during the year

506,859
414,556



Amount transferred from general provision

-
-



Amount sold to Danaharta
(76)
(122,975)



Amount transferred to provision for diminution 

(25,620)
-



 in value of investment securities






Amount recovered

(79,975)
(207,228)



Amount written-off

(489,609)
(318,970)



Closing balance as at 31 December

610,354
698,775


Interest-in-suspense (income-in-suspense)






Opening balance as at 1 January

482,527
274,293



Arising from acquisition of subsidiary company

-
77,807



Arising from disposal of subsidiary company

-
(1,461)



Provision made during the year

389,062
394,687



Amount sold to Danaharta

(5,124)
(51,062)



Amount transferred to provision for diminution

(59,919)
-



  in value of investment securities






Amount recovered

(188,360)
(111,909)


  Amount written-off

(158,653)
(99,828)



Closing balance as at 31 December

459,533
482,527

























Amount recoverable from Danaharta















Opening balance as at 1 January

102,325
65,959



Arising from disposal of subsidiary company
-
-



Amount arising during the year
7,548
66,097



Provision made during the year

(31,197)
(29,701)



Amount recovered

-
-



Amount written-off

-
-



Closing balance as at 31 December

78,676
102,325


17. Comment on financial results 

The Group’s performance for the current financial quarter was affected by the high loan provisioning by its subsidiaries, the commercial bank and merchant bank.  The Group’s loan provisioning for the current financial quarter stood at RM280.1 million as against RM139.9 million in the preceding quarter.

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

For the period under review, the Group recorded a turnover of RM1,627.9 million and loss before taxation of RM96.4 million.  Even-though the group’s operating income increased 31.7% to RM 1,012.4 million as against RM 768.5 million recorded previously, its profits were offsetted by the higher loan provisioning made mainly by its merchant bank and commercial bank.       

19. Prospect for the Current Financial Year

Barring any unforeseen circumstances, the Group’s performance for the coming financial year should improve with turnarounds expected from its commercial bank and merchant bank following the positive measures taken and strong emphasis on risk management of its assets.     

20. Variance of Actual Profit from Forecast Profit

The company did not issue any profit forecast and profit guarantee during the year.

21. Dividend

No interim dividend has been declared for the financial year under review.

22. Earnings per share

The basic (loss)/earnings per share of the Group has been calculated based on (loss)/earnings of (RM100,080,000) (1999: RM134,913,000) and on the weighted average of 709,021,869 (1999: 603,038,100) ordinary shares in issue during the period.  The weighted average of ordinary shares for the current and previous periods have been adjusted for the issue of 307,551,668 rights shares, which was issued during the financial year.

Dilutive earnings per share 

The company’s warrants which are convertible to ordinary shares are considered dilutive potential ordinary shares.  These potential ordinary shares are anti-dilutive for the current year to date and the preceding corresponding year to date and are ignored in the calculation for dilutive (loss)/earnings per share of the Group.   

The calculation of earnings per share of the Group and the disclosure notes are in accordance with the requirements of the Malaysian Accounting Standards Board (‘MASB’) 13.
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