AFFIN HOLDINGS BERHAD



Notes – Financial quarter ended 30 September 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, surplus in respect of liquidation of a subsidiary company of ACF Holdings Berhad and loss arising from dilution of interest in a subsidiary company.

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 


30/09/2001

30/09/2000

30/09/2001

30/09/2000


RM’000

RM’000

RM’000

RM’000









The taxation charge arising in Malaysia







 for the period:

















Current taxation
(16,247)

(13,746)

(50,295)

(51,302)

Associated company
(114)

(210)

(1,315)

(821)

Transfer to deferred tax
-

-

-

-

Write off from deferred tax benefit
-

-

-

-

(Under)/over provision in prior years
-

-

-

-


(16,361)

(13,956)

(51,610)

(52,123)

The effective tax rate as at 30 September was higher than the statutory tax rate due to disallowance of certain expenses for tax purposes.    

5. 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. 

6. Quoted Securities

There were no purchases or disposals of quoted securities for the financial quarter ended 30 September 2001 other than in the ordinary course of business.

7. Changes in the Composition of the Group

The acquisition of certain assets and liabilities of BSNC, 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.  Certain assets and liabilities of BSNC and BSNMB were transferred and vested with ABB while the assets and liabilities of BSNF were transferred and vested with Affin-ACF Finance Berhad (‘Affin-ACF’) (formerly known as ACF Finance Berhad) which is under the ACFB stable.  

Upon the completion of the acquisition of BSNF by ACFB, Affin Holdings Berhad (‘AHB’) interest in ACFB was reduced from 78.05% to 62.12% following the issuance of ACFB shares as purchase consideration to Bank Simpanan Nasional Berhad (‘BSN’), the vendor of BSNF.

8. Status of Corporate Proposals

The status of corporate proposals announced but not completed as at 30 September 2001 are as follows:-






a) 
Description of the corporate proposal

Status

i.
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 certain assets and liabilities of BSNC and BSNMB to ABB and the transfer of the assets and liabilities of BSNF to 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 certain assets and liabilities of BSNC and the entire issued and paid-up capital of BSNMB that has not been paid as at the reporting date. 



ii.
Proposed acquisition of EON CMG Life Assurance Berhad (‘EON-CMG’)

Following the announcement of the proposed acquisition of the entire equity interest in EON-CMG jointly with AXA Asia Pacific Holdings Limited on 17 July 2001, AHB has submitted a detailed plan to Bank Negara Malaysia (‘BNM’) for approval.  Submission to the other relevant authorities will be made in due course. 






iii.
Proposed issue of RM723 million 

5-year 7.75% non-call subordinated bonds by ABB

AHB has on 7 September 2001 announced that its wholly owned bank subsidiary, ABB is proposing to issue 5-year 7.75% non-call subordinated bonds of RM723 million.  The subordinated bonds are to be placed out via private placement to investors falling within any categories of persons referred to in Schedule 2 of the Securities Commission Act, 1993 (‘SCA’).  The subordinated bonds will qualify as Tier 2 Capital in the calculation of the risk-weighted capital ratio of ABB.  Submission to the relevant authorities will be made in due course. 


b)
Status of utilisation of rights issue proceeds 


Total proceeds from the Rights Issues undertaken by Affin Holdings Berhad in Year 2000 amounted


to RM645.9 million.  The utilisation is as follows:-


Year 2000
Year 2001

Total Utilisation


RM million
RM million

RM million



Repayment of short term advances from


 licensed commercial banks
325.6
-
325.6

Defraying expenses relating to capital

 
 exercises
1.5
-
1.5


Repayment of term loan interest to a licensed


 bank
16.6
25.4
42.0

Subscription for additional shares in the fund




 management subsidiary
9.0
-
9.0


Cash portion of the purchase consideration


 for the acquisition of certain assets & liabilities


 of BSNC
-
67.8
67.8



Subscription for additional shares in the 


 commercial bank subsidiary
-
100.0
100.0



Repayment of bond coupon 
-
4.8
4.8


Other working capital
3.8
1.1
4.9



356.5
199.1
555.6


The remaining proceeds of RM90.3 million is placed in fixed deposits pending the Board’s decision on its utilisation.

9. Corporate Developments 

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares during the financial reporting period.

10. Group Borrowings and Debt Securities




Current financial quarter ended             30/09/2001
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)

15,682,944
11,924,672


  More than one year (medium/long-term)

1,190,511
604,919








Currency : USD





  One year or less (short-term)

-
11,871


  More than one year (medium/long-term)

-
-










16,873,455
12,541,462







Deposit and Placements of Banks and Other Financial Institutions :












Currency : MYR





  One year or less (short-term)

3,226,051
3,085,807


  More than one year (medium/long-term)

212,954
353,584








Currency : USD





  One year or less (short-term)

248,520
218,149


  More than one year (medium/long-term)

-


-










Others

37,652


963




3,725,177
3,658,503








Current financial quarter ended             30/09/2001
Previous financial year end 

31/12/2000




RM’000
RM’000

Bonds and notes


Secured





  One year or less (short-term)

240,000
-


  More than one year (medium/long-term)

-
240,000


Unsecured





  One year or less (short-term)

-
-


  More than one year (medium/long-term)

-
-




240,000
240,000







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)

240,000
50,651


  More than one year (medium/long-term)

432,250
445,075




672,250
495,726

11. 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






30/09/2001
31/12/2000






RM’000

RM’000

RM’000

RM’000






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent








Amount *


Amount *

Direct credit substitutes



839,946

839,946
1,070
,536 
1,070,536

Transaction-related contingent items


1,501,614  

750,807

1,594,143 
797,072


Short-term self-liquidating trade-related contingencies
3,555,233

711,047

2,012,718 
402,504 


Guarantees




266,647

266,647
  374,650
374,650


Obligations under underwriting agreements

518,909

259,455

1,508,500
754,250


Foreign exchange related contracts













-
Less than one year



2,603,587

29,288

3,833,516
65,287 


-
One year to less than five year


-

-


-
-

Five year and above


-

-

 -

-



Balance c/f




9,285,936
2,857,190

10,394,063
3,464,299






Current financial 

Previous financial











quarter ended

year end






30/09/2001

31/12/2000







RM’000

RM’000

RM’000
RM’000






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent







Amount *


Amount *

Balance b/f




9,285,936
2,857,190
10,394,063
3,464,299

Interest rate related contracts













-
Less than one year



1,220,600

2,140

 104,000
7,133


-
One year to less than five year


3,151,800

68,903
 
656,400
10,694

-
Five year and above



11,400

570

36,400
684



Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year


4,847,141

901,497

1,416,531 
708,266


-
Maturity not exceeding 1 year


1,647,526

-

3,079,870
-


Al-Kafalah




16,818

16,818

16,898
16,898












20,181,221
3,847,118
15,704,162
4,207,974




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













12. 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
797,848
551,852
137,492
90,554
17,950
-
-
-

-
Swaps
1,805,739
658,825
836,289
308,016
2,609
-
-
-

-
Options
-
-
-
-
-
-
-
-












Interest Rate









Related contract









-
Forwards
-
-
-
-
-
-
-
-

-
Futures
1,969,000
-
348,000
237,000
363,000
1,021,000
-
695

-
Swaps
2,414,800
15,000
40,000
20,000
197,600
2,130,800
11,400
-

-
Options
-
-
-
-
-
-
-
-












Total
6,987,387
1,225,677
1,361,781
655,570
581,159
3,151,800
11,400
695

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 1.5 million (FYE 31/12/2000: RM 5.0 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM 215.0 million (FYE 31/12/2000: RM 11.0 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 RM 29.3 million (FYE 31/12/2000: RM 60.0 million) and RM 67.7 million (FYE 31/12/2000: RM 17.8 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.

13. Material litigation

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

14. Segmental reporting on revenue, profit and assets

The segment analysis by activity for the 9 month period ended 30 September 2001 is as follows:-





Financial quarter 

Year-to-date

 





ended

As at





30/09/2001
30/09/2001
30/09/2001





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



5,475
(8,348)
29,131
(9,256)
3,606,441

Commercial banking



272,469
(153,234)
847,906
(475,099)
21,800,994

Merchant banking



24,630
1,369
116,038
29,999
1,886,833

Finance and leasing



132,860
23,392
409,843
86,312
6,340,531

Discount house and money-broking



26,773
14,458
88,567
54,419
2,119,314

Stock-broking and fund management



16,519
5,832
26,674
(850)
196,711

Insurance



1,323
549
3,322
1,301
23,406





480,049
(115,982)
1,521,481
(313,174)
35,974,230

Share of profit in an associate  

company



-
605
-
3,676
-

Consolidation adjustments



(19,385)
(9,105)
(45,782)
(20,524)
(3,076,841)





460,664
(124,482)
1,475,699
(330,022)
32,897,389

The segment analysis by activity for the 9 month period ended 30 September 2000 is as follows:-




Financial quarter 

Year-to-date

 





ended

As at





30/09/2000
30/09/2000
30/09/2000





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



7,340 
(6,733)
15,543
(33,537)
3,053,985

Commercial banking



233,381
32,944
676,823
76,675
15,778,678

Merchant banking



25,431
(72,636)
94,686
(104,854)
2,113,876

Finance and leasing



106,451
15,234
316,061
59,816
4,418,795

Discount house and money-broking



25,392
12,885
90,653
56,328
1,885,987

Stock-broking and fund management



9,091
(2,844)
60,386
9,935
219,120

Insurance



1,170
589
2,986
1,370
22,256





408,256
(20,561)
1,257,138
65,733
27,492,697

Share of profit/(loss) in an associated company



-
(1,797)
-
158
-

Consolidation adjustments



(18,111)
(20)
(30,524)
(1,690)
(2,561,542)





390,145
(22,378)
1,226,614
64,201
24,931,155











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



Group


As at 

30/09/2001

RM’000
As at 31/12/2000

RM’000





Agriculture


464,050
222,843

Mining and quarrying


93,435
88,373

Manufacturing
3,292,417
1,990,898

Electricity, gas and water


136,101
176,222

Construction
2,932,719
2,066,868

Real estate
1,022,041
725,173

Purchase of landed property
3,971,396
2,425,369

 (of which:-Residential
2,193,518
1,341,512

                   Non-residential)
1,777,878
1,083,857

General commerce
1,691,176
1,113,406





Transport, storage and communication
1,620,462
1,215,919

Finance, insurance and business service
1,089,991
836,688

Purchase of securities
1,082,070
978,950

Purchase of transport vehicles
3,269,393
2,323,845

Consumption credit
544,031
574,205

Others
1,854,271
831,079

Total
23,063,553
15,569,838


Non-performing loans



























Group









As at

30/09/2001
As at 

31/12/2000









RM’000
RM’000













Balance at the beginning of financial period/year
2,583,043
3,205,341


Arising from acquisition of certain assets &





  liabilities of BSNC

1,489,892
-


Arising from acquisition of subsidiary company

237,708
-

-




Non-performing during the financial period/year





 (gross)

3,360,984
1,872,712


Amount sold to Danaharta

-
(55,044)


Debts to equity conversion

(6,285)
(231,939)


Amount recovered

(539,566)
(514,192)


Amount written-off

(66,791)
(650,921)


Reclassified as performing
(284,516)
(1,042,914)



Reclassified as provision for doubtful debts
(1,057)
-



Balance at the end of financial period/year
6,773,412
2,583,043
















Total net non-performing loans (and financing)

3,969,468
1,548,296


 as at the end of financial period/year





(as % of total loans)/1

19.59%
10.65%













/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 are as follows:-

 
















Group









As at 30/09/2001
As at 31/12/2000









RM’000
RM’000



General provision









  Balance at the beginning of financial period/year

306,761
240,536



Arising from acquisition of certain assets &






  liabilities of BSNC

77,095
-



Arising from acquisition of subsidiary company

17,318
-



Provision made during the financial period/year

20,483
72,772



Amount recovered

(7,889)
(6,547)



Balance at the end of financial period/year

413,768
306,761














(as % of total loans) /1





2.05%
2.12%























Group









As at 30/09/2001
As at 31/12/2000









RM’000
RM’000



Specific provision

















Balance at the beginning of financial period/year

610,354
698,775



Arising from acquisition of certain assets &






  liabilities of BSNC

496,212
-



Arising from acquisition of subsidiary company

147,071
-



Provision made during the financial period/year

615,661
506,859



Amount sold to Danaharta
-
(76)



Amount transferred to provision for diminution 






 in value of investment securities

(5,000)
(25,620)



Amount recovered

(38,255)
(79,975)



Amount written-off

(41,916)
(489,609)



Balance at the end of financial period/year

1,784,127
610,354


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













Balance at the beginning of financial period/year

459,533
482,527



Arising from acquisition of certain assets &






  liabilities of BSNC

251,607
-



Arising from acquisition of subsidiary company

48,879
-



Provision made during the financial period/year

500,133
389,062



Amount sold to Danaharta

-
(5,124)



Amount transferred to provision for diminution






  in value of investment securities

(2,641)
(59,919)



Amount recovered

(186,668)
(188,360)


  Amount written-off

(22,519)
(158,653)



Balance at the end of financial period/year

1,048,324
459,533










Amount recoverable from Danaharta
















Balance at the beginning of financial period/year

78,676
102,325



Arising from acquisition of subsidiary company
43,169
-



Amount arising during the financial period/year
-
7,547



Provision made during the financial period/year

(38,468)
(31,196)



Amount recovered

(144)
-



Balance at the end of financial period/year

83,233
78,676


15. Comment on financial results 

The Group recorded a pretax loss of RM124.5 million in the current quarter as compared to a loss of RM111.7 million recorded in the preceding quarter ended 30 June 2001.  Loss for the quarter was mainly due to the loan loss provisions made and interest suspended during the reporting period.  The Group’s loan loss provisioning for the current financial quarter stood at RM218.3 million (financial quarter ended 30/06/2001: RM212.5 million).   

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

For the quarter under review, the Group recorded a turnover of RM460.7 million and loss before taxation of RM124.5 million.  Both the discount house and finance subsidiaries maintain their profitable performance in the current financial quarter. The commercial bank subsidiary’s performance continued to be affected by the high loan provisioning and the impairment of assets acquired from BSNC.  The stock-broking subsidiary suffered losses in view of the current market sentiments whilst the fund management subsidiary’s results improved following the increase in sales volume during the current financial quarter and is expected to maintain its profitable performance for the remainder of the financial year.  Except for what has been disclosed in note 2, 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. 

17. Subsequent Material Event

There are no material events as at the date of this announcement that will affect the financial results of the financial period under review.

18. 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. 


19. Prospect for the Current Financial Year

In view of the current difficult market conditions coupled with uncertainties of the external environment, the Group’s performance for the financial year would be impacted by the consequential slow down in the economy.

20. Variance of Actual Profit from Forecast Profit

The company did not issue any profit forecast and profit guarantee for the period.

21. Dividend

No interim dividend has been declared for the period under review.
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