AFFIN HOLDINGS BERHAD

(Company no. 23218 – W)

Condensed Financial Statements

Explanatory Notes – Financial quarter ended 31 December 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 Bursa Malaysia Securities Berhad.

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 December 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             31/12/2004
	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)
	
	15,776,628
	16,251,985

	
	  More than one year (medium/long-term)
	
	440,420
	646,744

	
	
	
	
	

	
	Currency : USD
	
	
	

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

	
	
	
	16,217,048
	 16,911,307

	
	
	
	

	Deposit and Placements of Banks and Other Financial Institutions :
	
	
	

	
	
	
	
	

	
	Currency : MYR
	
	
	

	
	  One year or less (short-term)
	
	2,651,868
	4,212,807

	
	  More than one year (medium/long-term)
	
	165,925
	357,037

	
	Currency : USD
	
	
	

	
	  One year or less (short-term)
	
	376,010
	-

	
	
	
	
	

	
	Other currencies
	
	-
	564,147

	
	
	
	3,193,803
	5,133,991


	
	
	
	

	
	
	Current financial quarter ended             31/12/2004
	Previous financial year ended 

31/12/2003

	
	
	
	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
	
	
	

	
	  More than one year (medium/long-term)
	
	-
	100,000

	
	
	
	240,000
	340,000

	
	
	
	
	

	Subordinated term loan/Bank borrowings
	
	
	

	
	Secured
	
	
	

	
	  One year or less (short-term)
	
	-
	-

	
	Unsecured
	
	
	

	
	  One year or less (short-term)
	
	360,543
	

117,250

	
	  More than one year (medium/long-term)
	
	788,530
	1,000,000

	
	
	
	1,149,073
	1,117,250


7. Dividend

A final dividend of 0.5 sen per share less 28% tax for the financial year ended 31 December 2003 was approved by the shareholders in the Annual General Meeting held on 30th April and paid on 28th May 2004. There was no interim dividend being declared for the financial year under review. 

8. Segmental reporting on revenue and profit

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

	
	3 months ended 

31 Dec 2004
	3 months ended 

31 Dec 2003

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

	
	Revenue
	Before 
	Revenue
	Before 

	
	
	Tax
	
	Tax

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking


	170,256
	17,837
	248,508
	32,957

	Retail banking
	204,524
	(18,389)
	186,987
	42,129

	Treasury and money


	
	
	
	

	  market
	67,870
	116,902
	53,360
	87,506

	Investment banking
	(1,805)
	(3,647)
	3,859
	1,231

	Stock-broking and 
	
	
	
	

	 asset management
	25,049
	5,879
	23,711
	(303)

	Insurance
	999
	432
	1,122
	683

	Others
	2,127
	3,900
	(4,169)
	3,086

	Segment revenue/
	
	
	
	

	 segment results
	469,020
	122,914
	513,378
	167,289

	Unallocated corporate 
	
	
	
	

	 Expenses
	
	(50,772)
	
	(125,386)

	
	
	
	
	

	 Profit  from Operations
	
	72,142
	
	41,903

	Finance cost
	
	(15,567)
	
	(14,140)

	Share of results of 
	
	
	
	

	 associates
	
	4,610
	
	4,420

	Profit before 
	
	
	
	

	 taxation
	
	61,185
	
	32,183

	Taxation and zakat
	
	41,652
	
	58,940

	Share of tax of associates


	
	(1,883)
	
	(332)

	Profit after taxation
	
	100,954
	
	90,791

	Minority interests
	
	(8,532)
	
	(8,661)

	Net profit/(loss) for the
	
	
	
	

	 financial period


	
	92,422
	
	82,130


8.  Segmental reporting on revenue and profit

The segment analysis by activity for the 12 months’ financial period ended 31 December 2004 is as follows:-

	
	12 months ended 

31 Dec 2004
	12 months ended 

31 Dec 2003

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

	
	Revenue
	Before 
	Revenue
	Before 

	
	
	Tax
	
	Tax

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking


	619,326
	160,859
	686,038
	(5,649)

	Retail banking
	636,946
	91,859
	638,997
	160,772

	Treasury and money


	
	
	
	

	  market
	515,242
	270,393
	501,807
	179,115

	Investment banking
	1,364
	(7,478)
	21,590
	12,708

	Stock-broking and 
	
	
	
	

	 asset management
	49,827
	20,969
	41,990
	8,672

	Insurance
	3,389
	1,297
	4,816
	2,636

	Others
	9,408
	1,618
	8,290
	76

	Segment revenue/
	
	
	
	

	 segment results
	1,835,502
	539,517
	1,903,528
	358,330

	Unallocated corporate 
	
	
	
	

	 Expenses
	
	(164,399)
	
	(180,057)

	Profit  from
	
	
	
	

	 Operations
	
	375,118
	
	178,273

	Finance cost
	
	(59,326)
	
	(56,201)

	Share of results of 
	
	
	
	

	 associates
	
	16,561
	
	19,953

	
	
	
	
	

	 Profit before taxation
	
	332,353
	
	142,025

	Taxation and zakat
	
	(75,548)
	
	15,446

	Share of tax of associates


	
	(5,577)
	
	(3,738)

	Profit after taxation
	
	251,228
	
	153,733

	Minority interests
	
	(21,027)
	
	(26,437)

	Net profit for the
	
	
	
	

	 financial period
	
	230,201
	
	127,296


8. Segmental reporting on assets and liabilities

The segment analysis by activity as at 31 December 2004 is as follows:-

	
	As at 
31 Dec 2004
	As at
31 Dec 2003

	
	Total
	Total
	Total
	Total

	
	Assets
	Liabilities
	Assets
	Liabilities

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking


	9,754,322
	9,719,367
	11,561,638
	12,990,780

	Retail banking
	9,305,709
	8,982,736
	7,625,070
	7,987,680

	Treasury and money


	
	
	
	

	  market
	12,255,223
	9,958,505
	14,531,359
	10,327,542

	Investment banking
	15,460
	13,572
	2,009
	772

	Stock-broking and 
	
	
	
	

	 asset management
	133,003
	107,945
	148,688
	91,177

	Insurance
	32,328
	30,146
	31,042
	30,320

	Others
	16,911
	4,142
	18,360
	22,794

	Segment assets /
	
	
	
	

	 segment liabilities
	31,512,956
	28,816,413
	33,918,166
	31,451,065

	
	
	
	
	

	Investment in associates
	64,679
	-
	64,381
	-

	Goodwill
	863,882
	-
	852,085
	-

	Deferred tax assets / 
	
	
	
	

	Deferred tax liabilities
	237,509
	406
	274,788
	74

	Tax recoverable / Taxation
	102,372
	43,970
	98,244
	50,026

	Unallocated assets / liabilities
	68,639
	952,180
	15,171
	926,082

	
	
	
	
	

	Total
	32,850,037
	29,812,969
	35,222,835
	32,427,247

	
	
	
	
	


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



Group

	
	As at 

          31/12/2004

RM’000
	As at 

31/12/2003

RM’000

	Agriculture


	129,910
	212,068

	Mining and quarrying


	20,238
	23,840

	Manufacturing
	1,809,553
	2,253,451

	Electricity, gas and water


	55,414
	59,103

	Construction
	1,855,961
	2,028,485

	Real estate
	1,059,204
	949,935

	Purchase of landed property
	4,185,523
	4,403,310

	 (of which:-Residential
	3,367,028
	3,400,412

	                   Non-residential)
	818,495
	1,002,898

	General commerce
	1,210,882
	1,344,260

	Transport, storage and communication
	517,790
	608,285

	Finance, insurance and business service
	931,023
	311,812

	Purchase of securities
	566,766
	825,841

	Purchase of transport vehicles
	4,123,372
	3,901,162

	Consumption credit
	420,996
	659,324

	Others
	1,423,834
	1,369,413

	Total
	18,310,466
	18,950,289


	Non-performing loans
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Group

	
	
	
	
	
	
	
	As at

31/12/2004
	As at

31/12/2003

	
	
	
	
	
	
	
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	

	Balance at the beginning of financial period/year
	5,268,657
	6,533,716

	Non-performing during the financial period/year
	
	1,285,395
	1,562,773

	 (gross)
	
	
	

	Debts to equity conversion
	
	(144,726)
	(353,657)

	Amount recovered
	
	(705,385)
	(770,403)

	Amount written-off
	
	(1,269,748)
	(1,085,669)

	Reclassified as performing
	(246,919)
	(618,103)

	Balance at the end of financial period/year
	4,187,274
	5,268,657

	
	
	
	
	
	
	
	
	

	Total net non-performing loans and financing
	
	3,062,733
	3,273,440

	 as at the end of financial period/year
	
	
	

	(as % of total loans)/I
	
	17.82%
	19.31%

	
	
	
	
	
	
	
	
	

	/I 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 31/12/2004
	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 during the financial period/year
	
	9,632
	6,939



	
	Amount written back during the period/year
	
	(2,069)
	-

	
	Amount transferred to specific provision
	
	(10,552)
	-

	
	Balance at the end of financial period/year
	
	328,284
	331,273

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	(as % of total loans) /I
	
	
	
	1.91%
	1.96%

	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


	
	
	
	
	
	Group

	
	
	
	
	
	As at 31/12/2004
	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
	
	345,317
	526,040

	
	Amount transferred to provision for diminution 
	
	
	

	
	 in value of investment securities
	
	(20,309)
	(63,857)

	
	Amount recovered
	
	(123,525)
	(131,208)

	
	Amount written-off
	
	(764,054)
	(669,581)

	
	Amount transferred from general provision
	
	10,552
	-

	
	Balance at the end of financial period/year
	
	696,511
	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
	
	334,332
	463,202

	
	Amount transferred to provision for diminution
	
	
	

	
	  in value of investment securities
	
	(6,950)
	(25,098)

	
	Amount recovered
	
	(179,307)
	(252,061)

	  Amount written-off
	
	(484,960)
	(478,733)

	
	Balance at the end of financial period/year
	
	428,030
	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
	(1,510)
	(16,363)

	
	Amount recovered
	
	-
	(1,057)

	
	Amount written off
	
	-
	(3,125)

	
	Balance at the end of financial period/year
	
	-
	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 ended





31/12/2004
31/12/2003






RM’000
RM’000
RM’000

RM’000






Principal
Credit 
Principal
Credit






Amount
Equivalent
Amount
Equivalent







Amount *


Amount *

Direct credit substitutes



176,526
  176,526

259,603
259,603


Transaction-related contingent items


2,592,905
1,296,453
2,582,820         1,291,410

Short-term self-liquidating trade-related contingencies
6,023,476
1,204,695
6,329,234         1,265,847

Guarantees




513

513
   47,655
              47,655


Obligations under underwriting agreements

359,318

178,264
410,386

194,462



Foreign exchange related contracts













-
Less than one year



644,554

9,921
1,240,587
5,972

Interest rate related contracts













-
Less than one year



7,068,800

8,335

9,377,150
2,310

-
One year to less than five years


5,244,400

19,360
11,895,800
38,473

Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year


3,643,846

1,821,923
3,520,826
1,760,414

-
Maturity not exceeding 1 year


1,387,529

-
1,211,673
-

Endorsement of bankers’ acceptance


1,104,924

44,197

287,162
11,486










28,246,791

4,760,187
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 – 3 mths 
	>3-6 mths 
	>6-12 mths 
	>1-5 yrs 
	Margin requirement

	Foreign Exchange
	
	
	
	
	
	

	Related contract
	644,544
	480,697
	163,857
	-
	-
	-

	-
	Forwards
	184,914
	165,200
	19,714
	-
	-
	-

	-
	Swaps
	459,640
	315,497
	144,143
	-
	-
	-

	-
	Options
	-
	-
	
	-
	-
	-

	
	
	
	
	
	
	
	

	Interest Rate
	
	
	
	
	
	

	Related contract
	12,313,200
	1,726,000
	1,743,000
	3,139,800
	5,704,400
	175

	-
	Forwards
	-
	-
	-
	-
	-
	-

	-
	Futures
	10,470,000
	1,631,000
	1,618,000
	2,738,000
	4,483,000
	175

	-
	Swaps
	1,843,200
	95,000
	125,000
	401,800
	1,221,400
	-

	Total
	12,957,754
	2,206,697
	1,906,857
	3,139,800
	5,704,400
	-


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 year/quarter, the notional amount of foreign exchange exposure which was not hedged and hence, exposed to market risk was RM 6.1 million (FYE 31/12/2003: RM 0.2 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM 164.1 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 9.9 million (FYE 31/12/2003: RM 6.0 million) and RM 30.5 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 twelve months financial period ended 31 December 2004, the Group recorded a turnover of RM 1,835.5 million and profit before taxation of RM 332.4 million. 
Affin Bank Berhad’s group pre-tax profit for the quarter under review was RM21.4 million as compared to the profit of RM10.9 million during the corresponding quarter last year. The pre-tax profit for the financial year ended 31 December 2004 was RM174.6 million as compared to RM15.1 million recorded last year mainly due to lower loan loss provisions.
Affin-ACF Holdings Berhad’s group pre-tax profit for the quarter under review was lower at RM26.9 million as against the RM35.2 million recorded during the corresponding quarter last year. For the financial year ended 31 December 2004, the pre-tax profit was RM114.0 million as compared to a pre-tax profit of RM130.0 million last year mainly due to lower loan yield.   

Affin Merchant Bank Berhad’s group pre-tax profit for the financial quarter ended December 31, 2004 was RM9.9 million as compared to pre-tax loss of RM1.9 million in the preceding year’s corresponding quarter.  Pre-tax profit for the financial year ended 31 December 2004 increased by 203% to RM34.8 million as compared to RM11.5 million last year, mainly due to higher income from the bank’s investments and income from islamic banking operations.    

Affin Discount Berhad registered a pre-tax profit of RM7.2 million for the quarter ended 31 December 2004 as compared to a pre-tax loss of RM5.5 million in the preceding year’s corresponding quarter. The company recorded a higher pre-tax profit of RM31.5 million in financial year ended 31 December 2004 as compared to RM10.2 million last year due to higher trading income and lower provision for dimunition in value of private debt securities.  

Affin Capital Holdings Sdn Bhd (formerly known as Affin-UOB Holdings Sdn Bhd) recorded a pre-tax profit of RM4.8 million for the quarter ended 31 December 2004 as compared to a pre-tax profit of RM1.3 million in the preceding year’s corresponding quarter. For the financial year ended 31 December 2004, the pre-tax profit was RM8.2 million as compared to a pre-tax loss of RM4.5 million in last financial year. The higher pre-tax profit in 2004 was mainly due to gain on valuation of shares received from Bursa Malaysia Securities Berhad and higher brokerage income.
Affin Fund Management group recorded a pretax loss of RM0.3 million for the financial quarter ended 31 December 2004, similar to the preceding year corresponding quarter.  Its pre-tax loss for the financial year ended 31 December 2004 was RM0.4 million as compared to a pre-tax profit of RM0.6 million last year due to lower management fees and lower income arising from redemption of unit trust.

Affin Moneybrokers Sdn Bhd recorded a pre-tax profit of RM0.5 million for the financial quarter ended 31 December 2004 as against a pre-tax profit of RM0.2 million in the preceding year corresponding quarter.  Its pre-tax profit for the financial year ended 31 December 2004 was RM1.7 million, similar to last financial year.
14. Comment on financial results 

The Group recorded a pre-tax profit of RM61.2 million in the current quarter as compared to a pre-tax profit of RM87.9 million recorded in the preceding quarter ended 30 September 2004.  The Group’s loan loss provisioning for the current financial quarter stood at RM59.9 million (financial quarter ended 30 September 2004 : RM 16.2 million)
15. Prospect for the current financial year

Barring unforeseen circumstances, the Group expects to be able to improve its profitability in the coming 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-to-date

	
	31/12/2004
	
	31/12/2003
	
	31/12/2004
	
	31/12/2003

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

	
	
	
	
	
	
	

	The taxation charge arising in Malaysia
	
	
	
	
	
	

	 for the period:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current taxation
	8,080
	
	11,021
	
	46,025
	
	45,059

	Associated company
	1,883
	
	332
	
	5,577
	
	3,738

	Transfer to/(from) deferred tax
	(40,253)
	
	(70,341)
	
	37,611
	
	(62,155)

	(Under)/over provision in prior years
	(10,452)
	
	236
	
	(10,490)
	
	285

	
	(40,742)
	
	(58,752)
	
	78,723
	
	(13,073)


The effective tax rate of the Group is lower than the prevailing statutory tax rate mainly due to recognition of tax losses as deferred tax assets in the commercial bank subsidiary.  

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)
Scheme of Arrangement  of Affin-ACF Holdings Berhad by way of a scheme of arrangement under section 176 of the Companies Act, 1965
On 3rd March 2004, the Company announced a proposed acquisition of the remaining 37.88% equity interest in its subsidiary, Affin-ACF Holdings Berhad (‘AACFH’) by way a Scheme of Arrangement (SOA) between AACFH and its shareholders under section 176 of the Companies Act,1965.  The proposed SOA 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 (AHB) 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 applications to the relevant authorities were made on 13 May 2004.  The Securities Commission (SC), vide its letter dated 12 July 2004 approved without condition the proposed SOA.  Concurrently, through the same letter, SC has also approved the proposed SOA under the Foreign Investment Committee’s Guidelines for the Acquisition of Assets, Mergers and Takeovers, 1974.  Bank Negara Malaysia and the Minister of Finance had also given their approvals on 27 September 2004 for the Proposed SOA pursuant to the Banking and Financial Institutions Act, 1989. The shareholders of AACFH approved the proposed SOA at a Court Convened Meeting held on 25 November 2004. The shareholders of AHB approved the SOA at an Extraordinary General Meeting held on 26 November 2004. The High Court of Malaya gave its sanction on 13 December 2004. Bursa Malaysia had on 24 December 2004 given its approval-in-principle for the listing of and quotation for the new AHB shares to be issued and allotted pursuant to the AACFH acquisition. Pursuant to the proposed SOA, the trading of AACFH was suspended on 10 January 2005 and new AHB shares issued pursuant to the acquisition were listed on 31 January 2005. The proposed SOA was completed on 26 January 2005.      

b)
Extension of duration and exercise period of Warrants 2000/2005
On 21 July 2004, the Company announced that the Company proposes to extend the duration and exercise period of AHB’s outstanding Warrants 2000/2005 by five (5) years from 8 July 2005 up to and including 7 July 2010.  The Company had earlier announced on 3 September 2001 that the Deed Poll contains express provisions for extension of the exercise period.  Further, SC in its press release dated 20 September 2001 had specified the Warrants 2000/2005 as one of the warrants listed on the Bursa Malaysia Securities Berhad that allow for an extension of the exercise period.  SC has approved the Proposed Extension on 22 September 2004 with conditions that AHB is required to obtain:-
i) the approval of its shareholders for the Proposed Extension, whereby at least 75% of the shareholders present at the Extraordinary General Meeting vote in favour of the Proposed Extension;

ii) the approval of the holders of Warrants 2000/2005 of the Proposed Extension; and
 
iii) the Directors or any principal officers of AHB is required to adhere strictly to the requirements of dealings in securities as stipulated in the Listing Requirements of Bursa Malaysia Securities Berhad in respect of their dealings in their warrantholdings. On 26 November 2004, the Company announced that the Proposed Extension was approved by the shareholders and the warrantholders.
c) Proposed private placement of up to 10% of the issued and paid-up share capital of the Company
On 5 October 2004, the company announced that it proposes to undertake a proposed private placement of new ordinary shares of RM1.00 each (“Placement Shares”) representing up to 10% of issued and paid-up share capital of AHB to selected investors to be identified later.  The issue price of the placement shares will be determined by the Board, based on market based principles and at a level which is in the best interests of the company and would take into account the interests of its shareholders.  In any event, the issue price of the placement shares shall not be less than the par value of RM1.00.  On 26 November 2004, the Company announced that the SC has approved the proposed private placement, subject to the following conditions:-

i)  
The Company is required to inform SC when the proposed private placement is implemented.

ii)
The Company to fully comply with other requirements as stipulated in the SC Issues Guidelines in relation to the Proposed Private Placement.

d)
Proposed bank guaranteed Medium Term Notes issuance programme of RM 525.0 million in nominal value by the Company

On 7 December 2004, the Company announced that it proposes to undertake a Bank Guaranteed Medium Term Notes (MTN) issuance programme of RM525.0 million in nominal value. The Programme will have a tenure of 5 years from the date of first issuance and has been accorded an indicative long term rating of AAA (bg) by Rating Agency Malaysia Berhad. The proceeds from the Programme will be utilized to refinance the Company’s existing term loan facilities which will expire in February 2005 as well as to refinance the Company’s existing RM240 million bank-guaranteed bonds issued in 1997 which will be expiring in September 2005. The Programme was approved by the SC on 2 December 2004. On 25 January 2005, the Company announced the first issuance of the MTN of RM285 million for a tenure of 1 year under the Programme on 19 January 2005. Proceeds from the first issuance were utilised to refinance the Company’s existing term loan facilities.

e) 
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 year ended

31/12/2004
	Preceding financial year ended

31/12/2003

	Profit for the financial period (RM’000)
	230,201
	127,296

	Weighted average number of ordinary share in issue
	1,013,987,846
	991,352,000

	Adjustment for share options
	10,988,749
	3,575,000

	Adjusted weighted average number of ordinary shares

 for diluted earnings per share
	
	

	
	1,024,976,595
	994,927,000

	Basic earning per share (sen)
	22.70
	12.84

	Diluted earnings per share (sen)
	22.46
	12.79


Basic earnings per share

The basic earnings per share of the Group has been calculated based on earnings for the financial year of RM 230,201,000 (2003: RM 127,296,000) divided by the weighted average of 1,013,987,846 (2003 :  991,352,000) ordinary shares in issue during the financial year. 

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.


23
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

