PADIBERAS NASIONAL BERHAD (Company No. 295514 U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY FINANCIAL STATEMENTS

FOR THE FINANCIAL QUARTER ENDED 30th JUNE 2001

1. ACCOUNTING POLICIES

The accounts are prepared under the historical cost convention and comply with approved accounting standards issued by the Malaysian Accounting Standard Board, adopting the same accounting policies, method of computations and basis of consolidation as those used since the last financial year.

2. EXCEPTIONAL ITEMS

There was no exceptional item included in the quarterly financial statement under review.

3. EXTRAORDINARY ITEMS

There was no extraordinary item included in the quarterly financial statement under review.

4. TAXATION

The tax figures do not contain any deferred taxation and/or adjustments for under or over-provision in respect of prior years.

5. PRE-ACQUISITION PROFIT

Not applicable. No acquisitions during the quarter.

6. SALE OF INVESTMENTS AND PROPERTIES

There were no sales of investments and/or properties for the current financial period to date.

7. QUOTED SECURITIES

There was no purchase or disposal of any quoted securities by the Group for the current financial period to date.

8. CHANGES IN THE COMPOSITION OF THE GROUP

There was no change in composition of the Group for the year.

9. CORPORATE PROPOSALS

On 1 June 2001, the Company has completed the acquisition of 5,142,852 ordinary shares of RM1.00 each in Gardenia Bakeries (KL) Sdn Bhd from Ben Foods (Malaysia) Sdn Bhd.

On 13 July 2001, the Company’s wholly owned subsidiary, Bernas Dominals Sdn Bhd has entered into a Joint Venture Agreement with Ancom Crop Care Sdn Bhd, Bio-Organic System & Services Sdn Bhd, Shamazdaso Holdings Sdn Bhd and MWL Holdings Sdn Bhd for the purpose of carrying on the business of manufacturing, trading and distribution of organic fertilizers through Organigro Sdn Bhd.

On 23 July 2001, the Company has entered into a Rice Supply Agreement (“Agreement”) with Malimex Company Limited (MALIMEX), Cambodia to import Cambodian high quality rice from MALIMEX.  The Company will import the Cambodian high quality rice exclusively from MALIMEX and MALIMEX will export their high quality rice to Malaysia exclusively through the Company.  The Agreement is for an initial term of 5 years.

10. SEASONAL OR CYCLICAL FACTORS

The Group’s performance for the period under review has been affected by the seasonal consumption pattern.

11. DETAILS OF ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES, SHARE BUY-BACKS, SHARE CANCELLATIONS, SHARES HELD AS TREASURY SHARES AND RESALE OF TREASURY SHARES FOR THE CURRENT FINANCIAL YEAR TO DATE.

None for period under review.

12. GROUP BORROWINGS

	
	RM

	Short term borrowings
	

	Secured
	

	   Bank loans and overdrafts
	19,399,299

	   Revolving credits
	-

	
	

	Unsecured
	

	   Bank loans / overdrafts / Bankers Acceptances
	251,129,782

	   Revolving credits
	-

	
	

	   
	270,529,081

	
	

	Long term borrowings   
	

	   Secured
	6,268,837

	   Unsecured 
	12,222,887

	
	18,491,724

	The bank borrowings denominated in foreign currencies are as follows :-
	

	
	RM



	   Denominated in US Dollar
	11,812,323

	
	


13. CONTINGENT LIABILITIES

Corporate guarantees issued by BERNAS are as follows:-

	Subsidiary
	Beneficiary
	Facilities
	Amount

	
	
	
	

	Bernas Perdana
	RHB Bank
	Trade Finance
	RM50 million

	
	
	Overdraft
	RM5 million

	
	
	
	

	Bernas Utama
	RHB Bank
	Trade Finance
	RM50 million

	
	
	Overdraft
	RM5 million

	
	
	
	

	Bernas Marditech Seed
	Bank Muamalat
	Term Loan
	RM5 million

	
	Bank Pembangunan Industri Malaysia
	Term Loan
	RM2.5 million

	
	
	
	

	Bernas Feedstuff
	Ban Hin Lee Bank
	Trade Finance
	RM1 million

	
	
	Overdraft
	RM200,000

	
	
	
	

	Bernas Logistics
	BIMB
	Trade Finance
	RM1,115,150

	
	
	
	

	Bernas Utama

Bernas Perdana
	Bank Muamalat
	Term Loan
	RM10 million

	
	
	
	

	Bernas  Chaff 
	MIDF
	Term Loan
	RM350,000

	
	
	
	

	Era Rangkaian Setia
	Perwira Affin Bank
	Trade Finance
	RM30 million

	
	
	
	

	Bernas Feedstuff 
	Bumiputra Commerce 
	Term Loan
	RM2.2 million

	
	
	
	

	Bernas Logistics
	Perwira Affin Bank
	Trade Finance
	RM1 million

	
	
	
	

	Bernas Overseas (L)    Ltd
	Standard Chartered
	Trade Finance
	USD10 million

	
	Bayerische Landesbank
	Trade Finance
	USD12 million

	Keongco
	Bumiputra Commerce
	Trade Finance
	RM2 million

	
	
	
	


14. DETAILS OF FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

The following US Dollar Forwards have been contracted and outstanding as at 30 June  2001.

	BANK
	DATE OF CONTRACT
	USD 
	Rate

	Nova Scotia
	19 June 2001
	325,396
	3.7845

	Nova Scotia
	06 April 2001
	3,000,000
	3.7891

	Nova Scotia
	06 April 2001
	2,000,000
	3.7866

	Nova Scotia
	06 April 2001
	2,000,000
	3.7841

	Nova Scotia
	06 April 2001
	3,000,000
	3.7821

	Nova Scotia
	06 April 2001
	3,000,000
	3.7801

	Nova Scotia
	06 April 2001
	3,000,000
	3.7781

	Rashid Hussain Bank
	28 March 2001
	1,942,384
	3.7811

	Rashid Hussain Bank
	28 March 2001
	1,000,000
	3.7780

	Rashid Hussain Bank
	16 April 2001
	2,000,000
	3.7887

	Rashid Hussain Bank
	16 April 2001
	2,000,000
	3.7850

	Rashid Hussain Bank
	16 April 2001
	2,000,000
	3.7833

	Rashid Hussain Bank
	16 April 2001
	2,000,000
	3.7796

	Rashid Hussain Bank
	16 April 2001
	5,000,000
	3.7781

	Rashid Hussain Bank
	16 April 2001
	5,000,000
	3.7770

	Standard Chartered Bank
	29 June 2001
	2,000,000
	3.7940

	Standard Chartered Bank
	29 June 2001
	132,290
	3.7968

	Standard Chartered Bank
	29 June 2001
	162,000
	3.7832

	Standard Chartered Bank
	26 June 2001
	222,740
	3.7820

	Standard Chartered Bank
	11 June 2001
	2,000,000
	3.7984

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7866

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7834

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7805

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7784

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7756

	Standard Chartered Bank
	05 April 2001
	2,000,000
	3.7731

	Bank Utama Berhad
	29 June 2001
	909,492
	3.7936

	Bank Utama Berhad
	29 June 2001
	929,904
	3.7833

	Bank Utama Berhad
	28 March 2001
	2,000,000
	3.7813

	Bank Utama Berhad
	28 March 2001
	2,000,000
	3.7787

	Bank Utama Berhad
	28 March 2001
	2,000,000
	3.7749

	Bank Utama Berhad
	06 April 2001
	5,000,000
	3.7867

	Bank Utama Berhad
	06 April 2001
	3,000,000
	3.7842

	Bank Utama Berhad
	06 April 2001
	8,000,000
	3.7822

	Affin Bank
	29 June 2001
	820,250
	3.7873

	Affin Bank
	29 June 2001
	940,110
	3.7981

	Affin Bank
	29 June 2001
	2,000,000
	3.7946

	Affin Bank
	29 June 2001
	1,020,173
	3.7981

	Affin Bank
	28 March 2001
	2,000,000
	3.7847

	Affin Bank
	28 March 2001
	2,000,000
	3.7821

	Affin Bank
	28 March 2001
	2,000,000
	3.7776

	Affin Bank
	28 March 2001
	2,000,000
	3.7749

	Affin Bank
	28 June 2001
	43,455
	3.7911

	Affin Bank
	05 April 2001
	5,000,000
	3.7836

	Affin Bank
	05 April 2001
	5,000,000
	3.7806

	
	TOTAL
	100,448,194
	


a. Credit and market risk

The US Dollar forwards contracted poses zero credit risks and market risks to the Group due to the fixed nature of the exchange rate and the Government’s stand on maintaining the fixed rate for the time being.

b. Cash requirement

Not applicable. The US Dollar forward rates are utilised to peg the rates used for the Letter of Credit at the contracted rate at transaction date. 

c. Related accounting policies

Provisions are only made if contracted rate is higher than market rate but is not applicable in this instances due to the fixed nature of the rate.

15. MATERIAL LITIGATIONS

There were no pending material litigations for the financial period under review.

16. SEGMENTAL REPORTING

The activities of the Group during the current and previous financial years substantially relate to the procurement, importing, buying, procuring and selling of rice & paddy and were predominantly conducted in Malaysia.

17. MATERIAL CHANGES IN QUARTERLY RESULTS

The Group recorded a decrease in turnover from RM432.18 million in 1Q2001 to RM414.24  million in 2Q2001. When compared to turnover for 2Q2000 of RM405.75 million, the increase amounted to RM8.50 million, or 2.1%. 

Compared to the last quarter, the continuous reduction of previous year’s stock through sales has continued on into this quarter as evident in the marginal decrease in turnover which was also amplified by the post-festive retail scene. The year-on-year quarter sales however, is higher mainly due to the continuous aggressive marketing penetration strategy, strategic product pricing and increasing consumer awareness of BERNAS Group brands through advertising and promotion. 

In line with the year-on-year increase in turnover, the Group’s profit recorded an increase from RM5.47 million in 2Q2000 to RM30.46 million. The current downward trend of international rice price for the corresponding half year has continued to place the Group in the more favourable position.

The quarter-on-quarter profit, however as expected decreased by RM2.25 million, for reasons as explained above.

18. REVIEW OF THE PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES, SETTING OUT MATERIAL FACTORS AFFECTING THE EARNINGS AND/OR REVENUE OF THE COMPANY AND THE GROUP

The Group continues to have better results with aggressive sales & marketing programme through pricing and product strategy. The price of imported rice continues to slide for certain imported rice grade, marking an important contribution towards Group profitability. We anticipate that the international import rice prices will remain soft until year-end. 

The Group’s share of the market continues to expand at a positive rate and the Group’s subsidiaries are making inroads into market previously not entered. This was achieved by focussing on selected target markets with concerted efforts by all wholesale subsidiaries.

19. CURRENT YEAR PROSPECTS

The Group will continuously embark to achieve a sustainable profit growth.

Amongst the challenges faced by the Group will be achieving high efficiencies in its operations, expansion into new food business areas and lastly, managing the rice smuggling activities. 

However, the Directors are confident that with the co-operation of the various authorities and industry players, the Group shall achieve better results for the remaining period of year 2001.

20. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Company did not issue any profit forecast during the period.

21. DIVIDENDS

No dividend has been declared for the quarter under review.
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