PADIBERAS NASIONAL BERHAD (Company No. 295514 U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY FINANCIAL STATEMENTS

FOR THE FINANCIAL QUARTER ENDED 30th September, 2002

1. a. 
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.

b. ANNUAL FINANCIAL STATEMENTS

The audit report of the Group’s preceding annual financial statements was not qualified.

c.
SEASONAL OR CYCLICAL FACTORS

The Group’s performance for the period under review has not been affected by the seasonal consumption pattern.

d.
UNUSUAL ITEMS

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial period under review.

e. CHANGES IN ESTIMATES OF AMOUNT REPORTED PREVIOUSLY WITH MATERIAL EFFECT IN CURRENT FINANCIAL PERIOD


There were no changes in estimates of amount reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years with a material impact in the current financial statements.

f. ISSUANCES, CANCELLATIONS, REPURCHASES, RESALE AND REPAYMENTS OF DEBT AND EQUITY SECURITIES


There was only an issuance of 151,474,500 ordinary shares during the financial period under review, resulted from the ESOS and bonus issue exercises.

g. DIVIDENDS PAID

During the financial period under review, the Group paid ordinary shares dividends of 10% amounting to RM25,864,480 in respect of financial year ended 31 December, 2001.

h. SEGMENTAL REPORTING

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

i.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT


There were no valuations of property, plant and equipment that have been brought forward for the financial period under review.

j.
SUBSEQUENT MATERIAL EVENTS

There were no material events subsequent to the end of the financial period under review.

k.
CHANGES IN THE COMPOSITION OF THE GROUP


There were no changes in the composition of the Group during the financial period under review including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations.

l.
CONTINGENT LIABILITIES OR ASSETS

There were no contingent liabilities or assets arising at the date of issuance of this report.

2. 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 overall performance of the Group has been affected by the lower importation of rice. 

International rice prices remain stable for most of the quarter. On the other hand, selling prices have generally been reduced to combat the threats of unlicensed supply of rice in order to maintain the Group’s presence in the market. Market share sustenance continues to be pursued in the light of stiff competitive conditions through sales incentives and other promotional support. All these factors have contributed to the reduction of the operating margin of the Group. 

3. MATERIAL CHANGES IN QUARTERLY RESULTS

The Group recorded a decrease in turnover from RM416.71 million in 2Q2002 to RM350.74 million in 3Q2002, a reduction of RM66 million or 15.8%. When compared to turnover for 3Q2001 of RM348.37 million, the current quarter turnover shows marginal improvement of RM2.37 million over the same period in preceding year.

The reduction in turnover for the third quarter is due to a drop in sales of imported rice. Bernas imported less because our sales were mainly affected by smuggled rice. We had to maintain market share by reducing our selling price. In doing so, we have lost RM12.26 million this quarter as compared to a RM30 million profit in the third quarter of the previous year. 

Positive contributions from the non-rice business and associated companies, especially Bernas Logistics Sdn Bhd, Gardenia Bakeries Sdn Bhd and Ban Heng Bee Group have enabled the Group to lessen the full impact of poor performance of the rice business.
4. PROSPECT FOR REMAINING PERIOD

While international rice prices has remained stable at present, global weather forecast has indicated the chances of El Nino weather conditions that can possibly result in the reduction of world rice production, and henceforth push up international rice prices. With the prospect of higher costs of imports and the presence of unlicensed supply of rice, the Directors are of the view that the Group will continue to experience challenges for the remaining period of the year.

5. EXPLANATORY NOTE FOR ANY PROFIT FORECAST OR PROFIT GUARANTEE 


Not applicable

6. TAXATION

Breakdown of tax charge and explanation of the variance between the effective and statutory tax rate for the current quarter and financial year-to-date

	
	
	Current quarter
	Current year

	
	
	ended
	to date ended

	
	
	30/9/2002
	30/9/2002

	
	
	RM’000
	RM’000

	
	
	
	

	Income tax payable
	
	(122)
	21,374

	Deferred tax liability
	
	-
	-

	
	
	(122)
	21,374

	
	
	
	


The effective tax rate is higher than the statutory tax rate because losses generated by some subsidiaries cannot be netted-off against profits in other subsidiaries.


The lower effective tax rate this quarter as compared to prior quarter was mainly due to the write-back of a general provision, provided in prior year financial statements which is a non tax-deductible item.



7. AMOUNT OF PROFITS/(LOSSES) ON SALE OF UNQUOTED INVESTMENTS OR PROPERTIES

There is no sale of unquoted investments and/or properties respectively for the current quarter and financial year to date.

8. PARTICULARS OF PURCHASE OR DISPOSAL QUOTED SECURITIES

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

9. CORPORATE PROPOSALS

i)
On 11 October 2002, the Foreign Investment Committee has approved the acquisition of 620,772 ordinary shares of RM1.00 each representing 51% equity interest in OEL REALTY HOLDINGS SDN. BHD. (“OEL”) by EDARAN BERAS NASIONAL SDN. BHD. (“EDARAN”), a wholly-owned subsidiary of Padiberas Nasional Berhad (“BERNAS”) for a total cash consideration of RM3,532,740. The completion of this acquisition is subjected to the fulfilment of all conditions precedent as specified in the Sale and Purchase Agreement. On 27 November, 2002, the parties agreed on a further extension of three months towards the completion of the agreement.

ii)
On 8 November, 2002, Bernas has entered into a Memorandum of Understanding with PT Indofood Sukses Makmur in Jakarta, Indonesia for the purpose of exploring and cooperating on areas of investment opportunities relating to the food industries and to form a strategic alliance by participating jointly in the distribution and logistic businesses.

iii) On 18 November, 2002, Bernas Logistics Sdn Bhd (BLSB), a wholly-owned subsidiary of Padiberas Nasional Berhad, and Chong Fui Shipping and Forwarding (CFSF) have mutually agreed to terminate the Asset Sale Agreement (“the Agreement”) entered on 19 July, 2002. The termination was due to the non-fulfilment of certain conditions precedent under the Agreement. The termination of the Agreement is not expected to have any financial effect on the BERNAS Group.

iv) On 27 November, 2002, Padiberas Nasional Berhad (“BERNAS”) had entered into a Memorandum of Understanding (“MOU”) with Vietnam Southern Food Corporation (“VINAFOOD”) for the purpose of exploring and cooperating on areas of investment opportunities relating to food industries and to form a strategic alliance by participating in the distribution and logistic businesses. 

10. GROUP BORROWINGS

	
	RM

	Short term borrowings
	

	Secured
	

	   Bank loans and overdrafts
	1,366,261

	   Revolving credits
	1,343,133

	
	

	Unsecured
	

	   Bank loans / overdrafts / Bankers Acceptances/Government loan
	363,261,304

	   Revolving credits
	-

	
	

	   
	365,970,698

	
	

	Long term borrowings   
	

	   Secured
	66,845,297

	   Unsecured 
	-

	
	66,845,297

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

	
	RM



	   Denominated in US Dollar
	10,292,323

	
	


11. DETAILS OF FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

There are no financial instruments with off balance sheet risk for the financial period under review.

12. MATERIAL LITIGATIONS

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

13. DIVIDEND PROPOSED

No dividend has been proposed for the quarter under review.

14. EARNINGS PER SHARE

	Basic
	Current quarter

ended

30/9/2002

	
	

	Net profit attributable to ordinary shareholders (RM’000)
	28,292

	
	

	Number of ordinary shares in issue as of 1 January, 2002
	292,630,000

	Effect of ESOS and bonus issue exercises
	151,474,500

	Weighted average number of ordinary shares in issue
	444,104,500

	
	

	Basic profit per ordinary share (sen)
	6.37

	
	

	Diluted
	

	
	

	Net profit attributable to ordinary shareholders (RM ‘000)
	28,292

	
	

	Weighted average number of ordinary shares in issue
	444,104,500

	Unexercised ESOS
	19,963,000

	Adjusted number of ordinary shares
	464,067,500

	
	

	Diluted profit per ordinary share (sen)
	6.10


15. INTERIM FINANCIAL REPORT

The interim financial report is to be read in conjunction with the most recent annual financial report.

BY ORDER OF THE BOARD

AHMAD FUAD ABDUL WAHAB & AZLINA HASAN BASHRI

JOINT COMPANY SECRETARIES

PADIBERAS NASIONAL BERHAD

