PADIBERAS NASIONAL BERHAD (Company No. 295514 U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY FINANCIAL STATEMENTS

FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2003 

1. Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Malaysia Securities Exchange Berhad (“MSEB”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2002. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2002, except for the adoption of MASB 25, MASB 27, MASB 28 and MASB 29 which became effective from 1 January 2003. The adoption of MASB 27, MASB 28 and MASB 29 have not given rise to any adjustments to the opening balances of retained profits of the prior year and the current period or to changes in comparatives. The changes and effects of adopting MASB 25 which resulted in prior year adjustments are as follows:

a) Change in Accounting policy


MASB 25: Income Tax

Under MASB 25, deferred tax liabilities are recognised for all taxable temporary differences. Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialise in the foreseeable future. In addition, the Group and the Company have commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, deferred tax assets were not recognised unless there was reasonable expectation of their realisation.

b) Prior Year Adjustment

The change in accounting policy has been applied retrospectively and comparatives have been restated. The effect of the change in accounting policy is as follows:-

Comparative amounts as at 31 December 2002 have been restated as follows:

	
	Previously stated
	Adjustments
	Restated

	
	RM ‘000
	RM ‘000
	RM ‘000

	
	
	
	
	
	
	

	Deferred tax assets
	
	-
	
	27,062
	
	27,062

	
	
	
	
	
	
	


	
	2003
	2002

	
	RM ‘000
	RM ‘000

	Effects on retained earnings:
	
	

	
	
	

	At 1 January, as previously stated
	128,183
	275,077

	Effects of adopting MASB 25
	27,062
	13,411

	At 1 January, as restated
	
	155,245
	
	288,488


	
	3 months ended
	12 months ended

	
	31.12.2003
	31.12.2002
	31.12.2003
	31.12.2002

	
	
	
	RM ‘000
	RM ‘000

	Effects on net profit for the period:
	
	
	
	

	
	
	
	
	

	Net (loss)/profit before changes in accounting policies
	(26,244)
	(5,886)
	17,086
	22,406

	Effects of adopting MASB 25
	-
	3,413
	-
	13,651

	Net profit/(loss) for the period
	
	(26,244)
	
	(2,473)
	
	17,086
	
	36,057

	
	
	
	
	
	
	
	
	


2. Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2002 was not qualified.

3. Comments About Seasonal or Cyclical Factors

The Group’s performance for the period under review has not been affected by seasonal or cyclical factors other than that mentioned in Note 14. 

4. Unusual Items Due to their Nature, Size or Incidence

The Group undertook a Voluntary Separation Scheme for its employees in December 2003 as follows:

	
	RM ‘000

	Net expense in relation to VSS:
	

	
	

	Employee compensation cost
	98,522

	Write back of retirement benefits obligations
	(19,952)

	
	
	78,570


This has materially affected the performance of the Group for the current year.

Apart as mentioned above, there are no other unusual items affecting assets, liabilities, equities, net income, or cash flows during the financial year ended 31 December 2003.

5. Changes in estimates

There were no changes in estimates, which had a material effect in the current quarter.

6. Debts and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities, other than as disclosed in the Statement of Changes in Equity.

7. Dividend Paid

No dividend was paid in the current quarter.

8. Segmental Information

No segmental information is presented as the activities of the Group during the current and previous periods substantially relate to the procurement, importing, buying, processing and selling of rice, by-products and paddy and were predominantly conducted in Malaysia.

9. Carrying Amount of Revalued Assets

There are no assets, which are carried at valuation.

10. Subsequent Events

There are no material subsequent events arising in the current quarter.

11. Changes in Composition of the Group

There are no changes in the composition of the Group.

12. Changes in Contingent Liabilities and Contingent Assets

            On 12 November, 2003, Malimex Company Ltd (“Malimex”), a company incorporated in Cambodia had served a Statement of Case dated 7th November 2003, under the rules of the Singapore International Arbitration Centre, to the Company’s solicitors in Singapore. 

  
The arbitration is in respect of a dispute arising from a Supply and Procurement Agreement dated 23 July 2001 entered into between BERNAS and Malimex. In the said arbitration proceeding, Malimex has claimed damages to the amount of USD4,710,394.90 which is equivalent to RM17,899,500.62. On 12 December 2003, BERNAS lodged its defence to the claim and the counter claim to the amount of USD11,900,950 which is equivalent to RM45,223,610.

 
The hearing date for the arbitration case is fixed on 3 to 11 May 2004. 

The outcome of the arbitration proceeding is not expected to have any material effect on the earnings and the NTA of the Company for the current financial year.

           There are no other changes in contingent liabilities since the last annual balance sheet as at 31 December 2002. The Group does not have any contingent assets.

13. Capital Commitments

There are no capital commitments for the current quarter.

14. Performance Review

The Group’s revenue for the 12 months ended 31 December 2003 increased by 4% to RM1,836.7 million from RM1,763.8 million for the 12 months ended 31 December 2002. 

Continued drive towards cost optimisation, favourable market conditions resulting from the close cooperation between BERNAS and the various authorities in curbing rice smuggling, coupled with the competitive pricing policy have contributed positively towards the performance of the Group especially for the second half of the current year. 

The above has resulted in an improved profit from operations of RM79.5 million as compared to RM61.8 million for the same period last year.

The Group undertook a Voluntary Separation Scheme (VSS) for its employees in December 2003 which involved a cost of RM98.5 million and a write back of provision for retirement benefits of RM19.9 million. The Group recorded a net loss for the 12 months ended 31 December 2003 of RM17.1 million compared to a profit of RM36.1 million for the same period last year.

The high effective tax rate recorded by the Group in the current year is due to provisions made which are not allowable for tax deduction and, losses incurred by some companies in the Group cannot be set-off against profits made by other companies within the Group.

15. Comment on Material Changes in Profit Before Taxation

The Group recorded a loss before tax for the current quarter of RM27.9 million compared to a profit before tax of RM30.3 million for the previous quarter ended 30 September 2003. The current quarter’s performance was materially affected by the VSS expenses paid in December 2003. 

As compared to a profit before tax of RM7.1 million for the same quarter last year, the Group recorded a loss for this quarter mainly due to the net VSS expenses amounting to RM78.6 million. 

16. Commentary on Prospects

In view of the ongoing exercise to enhance operational efficiency, the directors are of the opinion that the Group’s performance is expected to improve in the next financial year.

17.
Profit Forecast or Profit Guarantee

The disclosure requirements for explanatory notes for the variance of the actual profit after tax and minority interest and shortfall in profit guarantees are not applicable to the Company.

18. Taxation

	
	
	3 months ended

31.12.2003
	12 months ended 31.12.2003

	
	
	RM’000
	RM’000

	
	
	

	Tax expense for the period/ year
	
	

	
	Malaysian Income Tax
	(5,656)
	9,640

	
	Foreign tax
	-
	20

	
	Deferred Tax
	3,669
	6,348

	
	
	
	(1,987)
	
	     16,008


The higher effective tax rate compared to the statutory tax rate applicable to the Group is principally due to provisions made which are not allowable for tax deductions and losses of certain subsidiary companies, which cannot be set off against taxable profits made by other subsidiary companies. 

On 20 January 2004, the Ministry of Finance (“MoF”) granted the Company a tax exemption on income equivalent to the amount of grants given to its subsidiary, Bernas Production Sdn Bhd, under Section 127(3) of the Income Tax Act, 1967. 
19. Sale of Unquoted Investments and Properties

There are no sales of unquoted investments and properties for the current quarter.

20. Quoted Securities

There are no sales or purchases of quoted securities for the current quarter.

21. Corporate Proposals

There are no new corporate developments since the third quarter of 2003.

22. Borrowings and Debt Securities

	
	
	As at 31.12.2003

	
	
	RM’000

	Short Term Borrowings
	

	
	Secured
	-

	
	Unsecured
	385,648

	
	
	385,648

	Long Term Borrowings
	

	
	Secured
	66,522

	
	
	452,170


All the above borrowings are denominated in Ringgit Malaysia.

23. Off Balance Sheet Financial Instruments

There are no off balance sheet financial instruments for the current quarter.

24. Changes in Material Litigation

As at 25 February 2004, there were no changes in material litigation, including status of pending material litigation since the last annual balance sheet date of 31 December 2002.

25. Dividend Payable

No interim dividend has been declared for the current quarter and for the same quarter of the preceding year.

26. Earnings/(Loss) Per Share

a) Basic

(i)  Before exceptional item

Basic earnings per share before exceptional item is calculated by dividing the adjusted net profit for the period before exceptional item by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended

31.12.2003
	
	12 months ended

31.12.2003

	Adjusted net profit for the period before exceptional item(RM’000)
	24,740
	
	33,897

	Weighted average number of ordinary shares in issue (‘000)
	444,253
	
	444,239

	Basic earnings per share (sen)
	5.57
	
	7.63


(ii) After exceptional item

Basic loss per share after exceptional item is calculated by dividing the net loss for the period after exceptional item by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended

31.12.2003
	
	12 months ended

31.12.2003

	Net loss for the period (RM’000)
	26,244
	
	17,086

	Weighted average number of ordinary shares in issue (‘000)
	444,253
	
	444,239

	Basic loss per share (sen)
	5.90
	
	3.84


b) Diluted

The effects on the basic loss per share for the current financial year and quarter arising from the assumed conversion of the ESOS is anti-dilutive as the average market price of the Company’s share is lower than the exercise price of the ESOS. Accordingly, diluted loss per share for the current year and quarter has not been presented.

27. Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 25 February 2004.
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