AFFIN HOLDINGS BERHAD

(Company no. 23218 – W)

Condensed Financial Statements

Explanatory Notes – Financial quarter ended 31 March 2004


1. Basis of preparation

The condensed   financial statements for the quarter has been prepared in accordance with Malaysian Accounting Standards Board (“MASB” 26) (Interim Financial Reporting) and Chapter 9, part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The financial policies and methods of computations applied for these financial statements are consistent with those applied for in the annual financial statements. 

2. Qualification of preceding annual financial statements

The Group’s preceding year’s annual financial statements were not subjected to any qualification statements.

3. Seasonal or cyclical factors

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

4. Items of unusual nature, size and incidence affecting net assets, equity, net income or cash flows

There were no unusual items affecting the assets, liabilities, equity, net income, or cash flows of the Group and the company during the financial quarter ended 31 March 2004. 

5. Changes in estimates

There were no material changes in estimates of amounts reported in prior financial years that have a material effect in the current financial year. 

6. Changes in debts and equity securities

Group borrowings and debt securities

	

	
	Current financial quarter ended             31/03/2004
	Previous financial year ended 

31/12/2003

	
	
	RM’000
	RM’000

	  Deposit from customers : 
	
	
	

	
	
	
	
	

	
	Fixed deposits and negotiable instruments of deposits
	
	
	

	
	
	
	
	

	
	Currency : MYR
	
	
	

	
	  One year or less (short-term)
	
	
      15,804,722

	17,884,201

	
	  More than one year (medium/long-term)
	
	519,558
	646,744

	
	
	
	
	

	
	Currency : USD
	
	
	

	
	  One year or less (short-term)
	
	-
	12,578

	
	  More than one year (medium/long-term)
	
	-
	-

	
	
	
	16,324,280
	 18,543,523

	
	
	
	

	Deposit and Placements of Banks and Other Financial Institutions :
	
	
	

	
	
	
	
	

	
	Currency : MYR
	
	
	

	
	  One year or less (short-term)
	
	4,241,241
	4,212,807

	
	  More than one year (medium/long-term)
	
	117,883
	357,037

	
	Currency : USD
	
	
	

	
	  One year or less (short-term)
	
	437,000
	-

	
	  More than one year (medium/long-term)
	
	-
	-

	
	
	
	
	

	
	Other currencies
	
	-
	564,147

	
	
	
	4,796,124
	5,133,991


	
	
	
	

	
	
	Current financial quarter ended             31/03/2004
	Previous financial year ended 

31/12/2003

	
	
	
	RM’000
	RM’000

	Bonds and notes

	
	Secured
	
	
	

	
	  One year or less (short-term)
	
	-
	-

	
	  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)
	
	100,000
	100,000

	
	
	
	340,000
	340,000

	
	
	
	
	

	Subordinated term loan/Bank borrowings
	
	
	

	
	Secured
	
	
	

	
	  One year or less (short-term)
	
	15,002
	-

	
	  More than one year (medium/long-term)
	
	-
	

-

	
	Unsecured
	
	
	

	
	  One year or less (short-term)
	
	                   335,000                                 
	

117,250

	
	  More than one year (medium/long-term)
	
	
             818,530
	1,000,000

	
	
	
	1,168,532
	1,117,250


7. Dividend

A final dividend of 0.5 sen per share less 28% tax is proposed for the financial year ended 31 December 2003. The dividends, if approved by the shareholders in the Annual General Meeting to be held on the 30th April 2004 will be paid on 28th May 2004.

8. Segmental reporting on revenue and profit

The segment analysis by activity for the 3 months financial period ended 31 March 2004 is as follows:-

	
	3 months ended 

31 March 2004
	3 months ended 

31 March 2003

	
	Total
	Profit/(Loss)
	Total
	Profit/(Loss)

	
	Revenue
	Before 
	Revenue
	Before 

	
	
	Tax
	
	Tax

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking


	172,121
	44,211
	171,234
	35,348

	Retail banking
	138,230
	30,624
	149,931
	38,197

	Treasury and money


	
	
	
	

	  market
	143,931
	40,706
	139,720
	25,551

	Investment banking
	4,046
	2,344
	2,661
	389

	Stock-broking and 
	
	
	
	

	 asset management
	11,949
	8,550
	4,884
	341

	Insurance
	634
	128
	518
	(70)

	Others
	2,484
	(582)
	2,387
	(488)

	Segment revenue/
	
	
	
	

	 segment results
	473,395
	125,981
	471,335
	99,268

	Unallocated corporate 
	
	
	
	

	 Expenses
	
	(28,071)
	
	(41,135)

	Profit/(loss)  from
	
	
	
	

	 Operations
	
	97,910
	
	58,133

	Finance cost
	
	(12,863)
	
	(14,078)

	Share of results of 
	
	
	
	

	 associates
	
	4,432
	
	3,311

	Profit/(loss) before 
	
	
	
	

	 taxation
	
	89,479
	
	47,366

	Taxation and zakat
	
	(36,484)
	
	(7,872)

	Share of tax of associates


	
	(1,278)
	
	(1,200)

	Profit after taxation
	
	51,717
	
	38,294

	Minority interests
	
	942
	
	(5,574)

	Net profit for the
	
	
	
	

	 financial period
	
	52,659
	
	32,720


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



Group

	
	As at 

31/03/2004

RM’000
	As at 

31/12/2003

RM’000

	Agriculture


	148,821
	212,068

	Mining and quarrying


	23,214
	23,840

	Manufacturing
	2,331,555
	2,253,451

	Electricity, gas and water


	55,848
	59,103

	Construction
	1,942,352
	2,028,485

	Real estate
	1,005,675
	949,935

	Purchase of landed property
	4,285,501
	4,403,310

	 (of which:-Residential
	3,387,312
	3,400,412

	                   Non-residential)
	898,189
	1,002,898

	General commerce
	1,252,581
	1,344,260

	Transport, storage and communication
	617,024
	608,285

	Finance, insurance and business service
	429,593
	311,812

	Purchase of securities
	774,204
	825,841

	Purchase of transport vehicles
	3,964,955
	3,901,162

	Consumption credit
	535,941
	659,324

	Others
	1,160,817
	1,369,413

	Total
	18,528,081
	18,950,289


	Non-performing loans
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Group

	
	
	
	
	
	
	
	As at

31/03/2004
	As at

31/12/2003

	
	
	
	
	
	
	
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	

	Balance at the beginning of financial period/year
	5,268,521
	6,533,430

	Non-performing during the financial period/year
	
	305,215
	1,562,773

	 (gross)
	
	
	

	Debts to equity conversion
	
	(67,384)
	(353,657)

	Amount recovered
	
	(158,038)
	(770,252)

	Amount written-off
	
	(185,635))
	(1,085,670)

	Reclassified as performing
	(56,430)
	(618,103)

	Balance at the end of financial period/year
	5,106,249
	5,268,521

	
	
	
	
	
	
	
	
	

	Total net non-performing loans and financing
	
	3,181,640
	3,273,304

	 as at the end of financial period/year
	
	
	

	(as % of total loans)/1
	
	19.16%
	19.31.%

	
	
	
	
	
	
	
	
	

	/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 30/09/2003
	As at 31/12/2003

	
	
	
	
	
	
	
	RM’000
	RM’000

	
	General provision
	
	
	
	
	

	  Balance at the beginning of financial period/year
	
	331,273
	324,334

	
	Provision made/(recovered) during the financial period/year
	
	2,833
	6,939



	
	Amount transfer to specific provision
	
	-
	-

	
	Amount written back during the period/year
	
	(928)
	-

	
	Balance at the end of financial period/year
	
	333,178
	331,273

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	(as % of total loans) /I
	
	
	
	  2.01%
	1.96%

	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


	
	
	
	
	
	Group

	
	
	
	
	
	As at 31/03/2004
	As at 31/12/2003

	
	
	
	
	
	RM’000
	RM’000

	
	Specific provision
	
	
	
	
	

	
	
	
	
	

	
	Balance at the beginning of financial period/year
	
	1,248,530
	1,587,136

	
	Provision made during the financial period/year
	
	77,948
	526,040

	
	Amount transferred from general provision
	-
	-

	
	Amount transferred to provision for diminution 
	
	
	

	
	 in value of investment securities
	
	(1,638)
	(63,857)

	
	Amount recovered
	
	(13,321)
	(131,208)

	
	Amount written-off in respect of debt conversion
	
	-
	-

	
	Amount written-off
	
	(120,042)
	(669,581)

	
	Balance at the end of financial period/year
	
	1,191,477
	1,248,530


	Interest-in-suspense/income-in-suspense
	
	
	

	
	Balance at the beginning of financial period/year
	
	764,915
	1,057,605

	
	Provision made during the financial period/year
	
	88,640
	463,202

	
	Amount transferred to provision for diminution
	
	-
	-

	
	  in value of investment securities
	
	-
	(25,098)

	
	Amount recovered
	
	(45,993)
	(252,061)

	
	Amount written-off in respect of debt conversion
	
	-
	-

	  Amount written-off
	
	(51,648)
	(478,733)

	
	Balance at the end of financial period/year
	
	755,914
	764,915

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Amount recoverable from Danaharta
	
	
	

	
	
	
	
	
	
	
	

	
	Balance at the beginning of financial period/year
	
	1,510
	22,055

	
	Provision made during the financial period/year
	(378)
	(16,363)
	

	
	Amount recovered
	
	-
	(1,057)

	
	Amount written off
	
	-
	(3,125)

	
	Balance at the end of financial period/year
	
	1,132
	1,510


9. Valuation of property, plant & equipment

There were no valuations of property, plant and equipment during the financial period under review.  

10. Subsequent material event

There were no subsequent material events after the Balance Sheet date.
11. Changes in the composition of the Group

There were no changes in the composition of the Group for the financial period under review.

12. 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






31/03/2004
31/12/2003






RM’000

RM’000

RM’000

RM’000






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent








Amount *


Amount *

Direct credit substitutes



229,981
  229,981

259,603
259,603


Transaction-related contingent items


2,692,812
1,346,406
2,582,820         1,291,410

Short-term self-liquidating trade-related contingencies
6,057,973

1,211,595
6,329,234         1,265,847

Guarantees




40,044

40,044
   47,655
              47,655


Obligations under underwriting agreements

353,238

168,662
410,386

194,462



Foreign exchange related contracts













-
Less than one year



1,320,435

10,820
1,240,587
5,972

Interest rate related contracts













-
Less than one year



8,650,150

2,298

9,377,150
2,310

-
One year to less than five years


10,539,800

28,681
11,895,800
38,473

Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year


3,740,018
1,870,009
3,520,826
1,760,414

-
Maturity not exceeding 1 year


1,232,970

-
1,211,673
-

Al-Kafalah




-

-

-
-



Endorsement of bankers’ acceptance


436,256

17,450

287,162
11,486










35,293,677
4,925,946
37,162,896
4,877,632


*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/repricing date (whichever is earlier) as at reporting date are as follows:-

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
	560,876
	-
	553,273
	7,603
	-
	-
	-
	-

	-
	Swaps
	759,559
	-
	592,689
	166,870
	-
	-
	-
	-

	-
	Options
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Interest Rate
	
	
	
	
	
	
	
	

	Related contract
	
	
	
	
	
	
	
	

	-
	Forwards
	
	
	
	
	
	
	
	

	-
	Futures
	17,078,000
	-
	1,962,000
	2,270,000
	4,007,000
	8,839,000
	-
	347

	-
	Swaps
	2,111,950
	-
	25,000
	211,150
	175,000
	1,695,800
	5,000
	-

	-
	Options
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total
	20,510,385
	-
	3,132,962
	2,655,623
	4,182,000
	10,534,800
	5,000
	347


Foreign exchange and interest rate 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 15.1 million (FYE 31/12/2003: RM 0.2 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM 390.7 million (FYE 31/12/2003: RM 297.7 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 10.8 million (FYE 31/12/2003: RM 6.0 million) and RM 49.0 million (FYE 31/12/2003: RM 47.0 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. Review of Performance of the Company and its Principal Subsidiaries

For the financial quarter under review, the Group recorded a turnover of RM 473.4 million and profit before taxation of RM 89.5 million.  

Affin Bank Berhad’s group pretax profit for the financial quarter ended 31 March 2004 was         RM 42.2 million as compared to a pretax profit of RM 10.7 million in the same quarter last year due to lower loan loss provisions.

Affin-ACF Holdings Berhad’s group pretax profit for the current financial quarter was                                  RM 29.6 million, lower by RM 4.5 million as compared to the preceding year financial quarter of         RM 34.1 million due to lower loan yield and lower gain on sale of investment securities.   

Affin Merchant Bank Berhad’s group pretax profit for the current financial quarter increased by RM 6.1 million to RM 12.1 million as compared to RM 6.0 million in the same quarter last year mainly due to revaluation of investment securities.    

Affin Discount Berhad recorded a lower pretax profit of RM 6.3 million for the current financial   quarter as compared to RM 6.6 million in the same quarter last year due to lower trading and investment income.  

Affin-UOB Holdings Sdn Bhd’s group registered a pretax profit of RM 3.6 million in the current financial quarter as compared to a pretax loss of RM 4.3 million in the same quarter last year due to higher brokerage income. 

Affin Fund Management group’s pretax profit of RM 0.18 million for the current financial quarter was lower as compared to a pretax profit of RM 0.22 million in the same quarter last year due to lower sale of unit trust and higher overhead expenses. 


Affin Moneybrokers Sdn Bhd’s pretax profit for the current financial quarter decreased to RM 0.4 million as compared to RM 0.7 million in the same quarter last year due to lower brokerage income.

14. Comment on financial results 

The Group recorded a pretax profit of RM 89.5 million in the current quarter as compared to a pretax profit of RM 33.4 million recorded in the preceding quarter ended 31 December 2003.  The Group’s loan loss provisioning for the current financial quarter stood at RM 35.8 million (financial quarter ended 31 December 2003 : RM 126.4 million)

15. Prospect for the current financial year

Barring unforeseen circumstances, the Group expects to be able to improve its profitability in the current financial year.   

16. Variance of actual profit from forecast profit

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

17. Taxation

	
	Current financial quarter
	
	Preceding year corresponding quarter
	
	Current year-to-date
	
	Preceding year corresponding period

	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	

	The taxation charge arising in Malaysia
	
	
	
	
	
	

	 for the period:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current taxation
	11,981
	
	14,247
	
	11,981
	
	14,247

	Associated company
	1,278
	
	1,200
	
	1,278
	
	1,200

	Transfer to/(from) deferred tax
	
          24,217
	
	                    (6,637)               
	
	       24,217
	
	                (6,637)               

	(Under)/over provision in prior years
	
             (38)
	
	                           -                    
	-
	
           (38)
	
	                           -                    

	
	37,438
	
	8,810
	
	37,438
	
	8,810


The effective tax rate of the Group is higher than the prevailing statutory tax rate due to certain expenses being disallowed for taxation purposes in the commercial bank susbsidiary.  

18. Gains/losses on sale of investments and/or properties

There were no material gains or losses on disposal of investments or properties other than in the ordinary course of business of the Group. 

19. Particulars of purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial period other than in the ordinary course of business of the Group.

20. Status of Corporate Proposals

a) On 10 September 2003, AHB announced that the company had entered into a conditional sale and purchase agreement with United Investments Limited (UIL), a wholly owned subsidiary of United Overseas Bank Limited (UOB), to acquire 45 million ordinary shares of RM1.00 each, representing 45% equity interest in Affin-UOB Holdings Sdn Bhd (AUOBH) for a cash consideration of RM 48.5 million. The Foreign Investment Committee and Bank Negara Malaysia have approved the Proposed Acquisition vide their letters dated 12 November 2003 and 7 February 2004.  AHB on 8 January 2004 announced that the relevant parties have mutually agreed to  extend the sales and purchase agreement from 8 January 2004 to 7 February 2004. AHB on 7 February 2004 further announced that the relevant parties have mutually agreed to further extend the sales and purchase agreement from 8 February 2004 to 7 March 2004. On 3rd March 2004, the Securities Commission approved the acquisition. On 10th March 2004, the Company acquired the remaining 45,000,000 ordinary shares of RM1.00 each in AUOBH for a cash consideration of RM48,529,559. Pursuant to the acquisition, AUOBH has become a wholly-owned subsidiary of the Company. 

b)
On 3rd March 2004, the Company announced a proposed privatisation scheme of its subsidiary,  Affin-ACF Holdings Berhad (‘AACFH’) by way a scheme of arrangement between AACFH and its shareholders under section 176 of the Companies Act,1965.  The proposed privatisation would involve a proposed special dividend and a proposed share exchange, via a proposed scheme of arrangement under the Act.  The proposed share exchange would involve the acquisition by the Company of the remaining 128,178,454 ordinary shares of RM1.00 each not already held by the Company representing 37.88% equity interest in AACFH for a consideration to be satisfied through RM16.7 million in cash and proposed issuance of 160,223,068 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.00 per share.  The proposed share exchange is on the basis of 1.25 of Affin Holdings Berhad shares plus a cash payment of RM0.13 for every one AACFH share held.  Following the proposed share exchange, AACFH would become a wholly-owned subsidiary of the Company.  The proposed privatisation is expected be completed towards the end of financial year ending 31 December 2004.  The applications to the relevant authorities have been made on 10 May 2004.

b)
Utilisation of proceeds raised from any corporate proposal.

There were no new capital funds raised since the rights issue exercise in financial year 2000.  Total proceeds from the rights issue had been fully utilised in financial year 2002.

21. Material litigation

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

22. Earnings per share

Basic

	
	Current financial period ended

31/03/2004
	Preceding year corresponding period ended

31/03/2003

	Profit for the financial period (RM’000)
	52,659
	32,720

	Number of ordinary shares in issue as at 1 January 
	993,487,846
	990,377,146

	Effect of new issuance of shares 
	2,725,866
	-

	Weighted average number of ordinary share in issue
	996,213,712
	990,377,146

	Adjustment for share options
	15,730,940
	-

	Adjusted weighted average number of ordinary shares

 for diluted earnings per share
	
	

	
	1,011,944,652
	990,377,146

	Basic earning per share (sen)
	5.29
	3.30

	Diluted earnings per share (sen)
	5.20
	-


Basic earnings per share

The basic earnings per share of the Group has been calculated based on earnings for the financial quarter of RM 52,659,000 (2003 : RM 32,720,000) divided by the weighted average of  996,213,712 (2003 : 990,377,146) ordinary shares in issue during the financial period. 

Dilutive earnings per share

For the 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: share options granted to employees and warrants convertible into ordinary shares.

The shares option is assumed to be converted into ordinary shares. A calculation is done to determine the number of shares that could have been acquired at fair value (determined as the average price of the Company’s shares) based on the monetary value of the subscription rights attached to outstanding share options. 

The number of shares calculated is compared with the number of shares that would have been issued assuming the exercise of the shares options. The difference added to the denominator as an issue of ordinary shares for no consideration. This calculation serves to determine the ‘bonus’ element in the ordinary shares outstanding for the purpose of computing the dilution. No adjustment is made to the net profit for the financial period for the share options calculation.

The conversion of warrants is considered dilutive when they would result in the issue of new ordinary shares for less than market value of the shares.  As the current exercise price of the warrants is higher than the market value of the ordinary shares, there is no impact of dilution to the earnings per share.  Hence, the warrants are not taken into the computation of diluted earnings per share.


13
The Condensed Financial Statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2003

