AFFIN HOLDINGS BERHAD

Notes – Financial quarter ended 31 March 2001


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 Items

The exceptional loss represents impaired goodwill on the acquisition of certain assets and liabilities of BSN Commercial Bank Berhad (“BSNC”) by the commercial bank subsidiary.

3. Extraordinary Items

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 


31/03/2001

31/03/2000

31/03/2001

31/03/2000


RM’000

RM’000

RM’000

RM’000









The taxation charge arising in Malaysia for the period:
















Current taxation
(23,799)

(28,052)

(23,799)

(28,052)

Associated company
(814)

(480)

(814)

(480)

Transfer to deferred tax
-

-

-

-

Write off from deferred tax benefit
-

-

-

-

Under/(over) provision in prior years
-

-

-

-


(24,613)

(28,532)

(24,613)

(28,532)

5. Pre-acquisition Profits

There were no pre-acquisition profits reported for the financial period under review.  

6. Profit on sale of investments and/or Properties

There was no material gain or loss on disposal of investments or properties other than in the ordinary course of business. 

7. Quoted Securities

There were no purchases or disposals of quoted securities for the financial quarter ended 31 March 2001 other than in the ordinary course of business.

8. Changes in the Composition of the Group

The acquisition of BSN Commercial Bank’s (“BSNC”) assets and liabilities, the entire issued and paid-up capital of BSN Merchant Bank Berhad (“BSNMB”) by Affin Bank Berhad (“ABB”) (formerly known as Perwira Affin Bank Berhad) and the acquisition of the entire issued and paid-up capital of BSN Finance Berhad (“BSNF”) by ACF Holdings Berhad (“ACFB”) were completed pursuant to the Vesting Orders from the High Court dated 18 December 2000, 8 January and 4 January 2001 respectively.  The assets and liabilities of BSNC were transferred and vestered with ABB while the assets and liabilities of BSNF were transferred and vestered with Affin-ACF Finance Berhad (“Affin-ACF”) (formerly known as ACF Finance Berhad) which is under the ACFB stable.  BSNMB became a subsidiary of ABB with effect from on 8 January 2001.

Upon the completion of the acquisition of BSNF by ACFB, Affin Holdings Berhad (“AHB”) interest in ACFB was reduced from 78.05% to 62.16% following the issuance of ACFB shares as purchase consideration to Bank Simpanan Nasional Berhad (“BSN”), the vendor of BSNF.
9. Status of Corporate Proposals

The status of corporate proposals announced but not completed as at 31 March 2001 is as follows:-


Description of the corporate proposal

Status


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

The Conditional Sale and Purchase Agreement (“Agreement”) between Affin-UOB Holdings Sdn Bhd (“Affin-UOB”) and Datavest Sdn Bhd, Dato’ Hj Abdul Rahim bin Mohd Ibrahim and Peter Sia Say Yee on the acquisition of the entire issued and paid-up share capital of Amsteel Securities (M) Sdn Bhd has been terminated due to non-fulfillment of the conditions precedent as contained in the agreement.  












Description of the corporate proposal

Status


Acquisition of:

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

· BSN Merchant Bank Berhad (BSNMB) &

· BSN Finance Berhad (BSNF)

Following the transfer of the assets and liabilities of BSNC, certain assets and liabilities of BSNMB to Affin Bank Berhad (ABB) and the transfer of the assets and liabilities of BSNF to Affin-ACF Finance Berhad (Affin-ACF) pursuant to the Vesting Orders from the High Court Malaya, AHB has made part payment amounting to RM67.8 million to BSNC for the acquisition of the assets and liabilities of BSNC on 8 January 2001 whilst ACFB had on 9 January 2001, issued 69,074,194 new ACFB share to BSN for the settlement of the entire purchase consideration on its acquisition of BSNF.     

Included in the Group’s ‘Other Liabilities’ were RM202.4 million representing balance of the purchase consideration for the assets & liabilities of BSNC and the entire issued and paid-up capital of BSNMB that has not been paid as at the reporting date.  Also included in the financial quarter results was the impaired goodwill of RM156.1 million which arose from the acquisition of assets and liabilities of BSNC.   






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

Total proceeds from the Rights Issues undertaken by Affin Holdings Berhad in Year 2000 amounted to RM645.9 million.  RM325.6 million was used to settle the short term advances from licensed commercial banks, RM9 million was used to subscribe for the additional shares issued by the fund management subsidiary, RM33.5 million was used to pay the term loan interest to a commercial bank, RM67.8 million was used to settle the cash portion of the purchase consideration for the acquisition of BSNC’s assets and liabilities and RM6.0 million was used for working capital purposes. 

Subsequent to the quarter end, RM100.0 million was used to subscribe for the additional shares issued by the commercial bank subsidiary. The balance of the proceeds is currently placed in various interest yielding instruments pending the Board’s decision on the utilisation.      
12. Group Borrowings and Debt Securities




Current financial quarter ended             31/03/2001
Previous financial year end 

31/12/2000



RM’000
RM’000

  Deposit from customers : 





Fixed deposits and negotiable instruments of deposits







Currency : MYR





  One year or less (short-term)

16,944,075
11,924,672


  More than one year (medium/long-term)

941,437
604,919








Currency : USD





  One year or less (short-term)

23,313
11,871


  More than one year (medium/long-term)

-
-










17,908,825
12,541,462







Deposit and Placements of Banks and Other Financial Institutions :












Currency : MYR





  One year or less (short-term)

4,189,054
3,085,807


  More than one year (medium/long-term)

198,729
353,584








Currency : USD





  One year or less (short-term)

193,298
218,149


  More than one year (medium/long-term)

-


-










Currency : EUR





  One year or less (short-term)

-
-


  More than one year (medium/long-term)

-


-










Others

953


963




4,582,034
3,658,503








Current financial quarter ended             31/03/2001
Previous financial year end 

31/12/2000




RM’000
RM’000

Bonds and notes


Secured





  One year or less (short-term)

426,084
166,425


  More than one year (medium/long-term)

240,000
240,000


Unsecured





  One year or less (short-term)

-
-


  More than one year (medium/long-term)

-
-




666,084
406,425







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)

50,295
50,651


  More than one year (medium/long-term)

445,075
445,075




495,370
495,726

13. Risk weighted exposures of the Group                   

In the normal course of business, the Group makes various 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






31/03/2001
31/12/2000






RMmn

RMmn

RMmn

RMmn






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent








Amount *


Amount *

Direct credit substitutes



1,071

1,071

1,071
1,071 


Transaction-related contingent items


1,748

874

1,594 
797


Short-term self-liquidating trade-related contingencies
3,934

787

2,013 
403 


Housing loans sold directly and indirectly to 













 Cagamas with recourse



562

562

385 
385 


Hire purchase sold directly and indirectly to Cagamas













 with recourse



212

212

150 
150 


Other assets sold with recourse and commitments 













 with certain drawdown



-

-

-
-

Balance c/f




7,527

3,506

5,213
2,806






Current financial 
Previous financial











quarter ended
year end






31/03/2001
31/12/2000







RMmn

RMmn

RMmn
RMmn






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent







Amount *


Amount *

Balance b/f




7,527

3,506

5,213
2,806

Guarantees




486

486

375
375


Obligations under underwriting agreements

386

193

1,508
754


Foreign exchange related contracts













-
Less than one year


3,401

26

3,834
65 


-
One year to less than five year

-

-

-
-
Five year and above


-

-

-
-



Interest rate related contracts













-
Less than one year


985

1

139
7



-
One year to less than five year

2,929

52

621
11 


-
Five year and above


12

1

36
1



Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year

3,627

108

1,417 
708 


-
Maturity not exceeding 1 year

1,265

571

3,080
-


Equity and commodity related contracts

-

-

-
-

Al-Kafalah




17

17

17
17



Miscellaneous



334

-

-
-










20,969

4,961

16,240
4,744















*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
1,509,383
1,142,767
130,357
190,211
46,048
-
-
-

-
Swaps
1,861,557
1,246,777
442,852
165,684
6,244
-
-
-

-
Options
30,400
-
-
30,400
-
-
-
-












Interest Rate









Related contract









-
Forwards
2,411,000
-
227,000
297,000
366,000
1,521,000
-
1,223

-
Futures
1,359,800
-
10,000
10,000
75,000
1,253,400
11,400
-

-
Swaps
155,000
-
-
-
-
155,000
-
-

-
Options
-
-
-
-
-
-
-
-












Equity and









commodity related









contracts









-
Equity futures
-
-
-
-
-
-
-
-

-
Commodity 
-
-
-
-
-
-
-
-

-
future
-
-
-
-
-
-
-
-

-
Equity options
-
-
-
-
-
-
-
-












Total
7,327,140
2,389,544
810,209
693,295
493,292
2,929,400
11,400
1,223

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 notional amount of foreign exchange exposure which was not hedged and hence, exposed to market risk was RM 8.3 million (FYE 31/12/2000: RM5.0 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM650.2 million (FYE 31/12/2000: RM11.0 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 RM25.4 million (FYE 31/12/2000: RM60.0 million) and RM54.4 million (FYE 31/12/2000: RM17.8 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 by activity for the financial period ended 31 March 2001 is as follows:-





Financial quarter 

Year-to-date

 





ended

As at





31/03/2001
31/03/2001
31/03/2001





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



5,959
(3,861)
5,959
(3,861)
3,434,892

Commercial banking



316,841
(182,665)
316,841
(182,665)
22,602,011

Merchant banking



70,207
36,307
70,207
36,307
2,222,296

Finance and leasing



137,441
34,114
137,441
34,114
5,485,996

Discount house and money-broking



32,658
21,420
32,658
21,420
1,519,436

Securities and asset management



6,053
(1,346)
6,053
(1,346)
162,501

Insurance



844
268
844
268
22,665





570,003
(95,763)
570,003
(95,763)
35,449,797

Consolidation adjustments



(7,767)
1,937
(7,767)
1,937
(2,954,250)





562,236
(93,826)
562,236
(93,826)
32,495,547











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





Financial quarter 

Year-to-date

 





ended

As at





31/03/2000
31/03/2000
31/03/2000





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



3,702
(8,429)
3,702
(8,429)
2,763,796

Commercial banking



229,324
50,416
229,324
50,416
14,651,130

Merchant banking



39,933
6,882
39,933
6,882
2,560,178

Finance and leasing



105,751
22,731
105,751
22,731
4,462,361

Discount house and money-broking



35,295
24,083
35,295
24,083
1,739,864

Securities and asset management



34,502
11,520
34,502
11,520
461,458

Insurance



874
377
874
377
19,511





449,381
107,580
449,381
107,580
26,658,298

Consolidation adjustments



(18,929)
(196)
(18,929)
(196)
(2,375,408)





430,452
107,384
430,452
107,384
24,282,890











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





Group


As at 

31/03/2001

RM’000

As at 31/12/2000 

RM’000






Agriculture


465,710

222,843

Mining and quarrying


93,592

88,373

Manufacturing
3,347,921

1,990,898

Electricity, gas and water


125,653

176,222

Construction
3,366,996

2,066,868

Real estate
873,347

725,173

Purchase of landed property
3,305,174

2,040,660

 (of which:-Residential
1,633,570

956,803

                   Non-residential)
1,671,604

1,083,857

General commerce
1,635,129

1,413,406






Transport, storage and communication
1,528,902

985,919

Finance, insurance and business service
1,157,622

836,688

Purchase of securities
1,196,744

908,950

Purchase of transport vehicles
2,736,325

2,173,358

Consumption credit
630,252

574,205

Others
1,102,103

831,079

Total
21,565,470

15,034,642

17. Comment on financial results 

The Group recorded a pretax loss of RM93.8 million as compared to a loss of RM160.6 million recorded in the preceding quarter ended 31 December 2000.  Loss for the quarter was mainly due to impaired goodwill expensed during the financial quarter.  Goodwill amounting to RM156.1 million was expensed due to the deterioration in the assets of BSNC since the signing of Acquisition of Business Agreement date.  The Group’s loan loss provisioning for the current financial quarter stood at RM151.9 million (financial quarter ended 31/12/2000: RM280.1 million).   

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

For the period under review, the Group recorded a turnover of RM562.2 million and loss before taxation of RM93.8 million.  Even though the Group’s operating income increased by RM67.2 million, an increase of 24.4% as against the preceding year corresponding quarter, the group suffered losses for the financial quarter mainly due to impaired goodwill expensed as explained above.    Other than its securities and asset management subsidiaries which has reported slower turnover due to the poorer market sentiments, the turnover of all other business segments improved during the financial period under review.  

Except as disclosed in note 9, in the opinion of the Directors, the results of the operations of the Group and the Company for the financial quarter under review were not substantially affected by any item, transaction or event of a material and unusual nature.  There has not arisen in the interval between the end of the reporting quarter and the date of this report any item, transaction or event of a material and unusual nature which is likely to affect the results of the operations of the Group and the Company for the financial quarter in which this report is made.

19. Prospect for the Current Financial Year

The acquisition of the assets and liabilities of BSNC by the commercial bank subsidiary would most likely adversely affect the Group’s performance for the financial year.  The deterioration in BSNC’s assets since the acquisition date resulted in substantial impairment in the goodwill during the financial period under review.  Notwithstanding the above, its merchant bank subsidiary is expected to perform better compared to the previous year while its finance and discount house subsidiaries are expected to maintain their good performance for the financial year.

20. Variance of Actual Profit from Forecast Profit

The company 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.

22. Loss/earnings per share

The basic loss per share of the Group has been calculated based on the loss of RM142,063,000         (31/3/2000: Profit of RM68,315,000) and on 922,655,003 (31/3/2000: 604,269,466 weighted average) ordinary shares in issue during the period.  

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 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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