Reliance Pacific Berhad

Interim Report for the Quarter Ended 31st December 2003

RELIANCE PACIFIC BERHAD

(Company no. 244521 A)
Notes

A. NOTES TO THE INTERIM FINANCIAL REPORT

A1
Accounting Policies


The interim financial statement has been prepared in accordance with MASB 26 Interim Financial Reporting.  The accounting policies and methods of computation adopted by the Group in the interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 March 2003. 

A2
Audit Report of Preceding Annual Financial Statement


The annual audited financial statement in the preceding year was not qualified.

A3
Exceptional Item

The exceptional items in the results for the current quarter and financial period ended 31st December 2003 are as follows:

	
	3 Months Ended

31 December 2003
	9 Months Ended

31 December 2003

	
	Current year quarter

(RM’000)
	Preceding year corresponding quarter

(RM’000)
	Current year to date

(RM’000)
	Preceding year corresponding quarter

(RM’000)

	Sale of subsidiary company
	247
	- 
	247
	-

	
	247
	-
	247
	-


A4
Seasonal or Cyclical Factors


The Group is principally engaged in the following business operations:

a) Travel

b) Hotel Management

c) Resort Development

The performance of Travel Division is generally affected by the major festivities and school holidays.  The performance of Resort Development Division is affected by the sentiments of the property cycle, as the division’s profitability is dependent on the sale of its resort properties.

A5 
Unusual Items Affecting Assets, Liabilities, Equity, Net income or Cash Flow 


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group.
A6
Accounting Estimates


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

A7
Issuance or Repayment of Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current financial year to date.

A8
Dividend Paid


No dividend has been recommended by the Board of Directors for current financial year to date.

A9
Segmental Reporting

	Business Segment


	3 Months Ended

31 December 2003
	9 Months Ended

31 December 2003

	
	Segment

Revenue

(RM’000)
	Segment Result from Operation

(RM’000)
	Segment Revenue

(RM’000)
	Segment Result from Operation

(RM’000)

	Travel
	68,943
	2,234
	159,868
	(1,065)

	Hotel Management

· Malaysia

· Overseas
	6,151

16,628
	1,781

5,458
	19,795

39,083
	5,690

9,231

	Resort Development
	1,396
	(417)
	3,300
	(1,416)

	Supports
	0
	548
	204
	405

	
	93,118
	9,604
	222,250
	12,845


A10
Valuation of Property, Plant and Equipment


Land and buildings of the Group have not been revalued since some of them were first revalued in 1984.  The Group does not adopt a regular revaluation policy on its property, plant and equipment.

A11
Subsequent Material Events


There was no material subsequent event since the end of the current quarter until the date which is not earlier than 7 days from the date of issuance of this quarterly report.

A12
Changes in the Composition of the Group


During the period under review, the company has disposed the following investments through its wholly owned subsidiaries.  The disposals are to be satisfied by an allotment and issuance of Ordinary shares of Ingenuity Solutions Berhad (ISB).

a) Sale of investment

On 21st May 2003, Xplonet Capital Sdn. Bhd. (Xplonet), a wholly owned subsidiary of RPB, has entered into a conditional Sale and Purchase Agreement with ISB to sell to ISB its 239,591 ordinary shares of RM1.00 each in Ingenuity Microsystem Sdn. Bhd. (IMSB).

The sale shall be satisfied by an allotment and issuance of 1,960,290 ordinary shares of ISB of RM1.00 each (before share split of the ISB shares).  Subsequently, the 1,960,290 shares of ISB of RM1.00 each were split into 19,602,900 ordinary shares of RM0.10 each.

The sale and purchase is conditional on the approval of the FIC for the sale and purchase contemplated under the Agreement and the approval of the SC for the allotment and issue by ISB of its shares pursuant to the Agreement. 

Approvals were obtained from SC, Mesdaq Market and FIC on 22nd September 2003 in connection with the proposed initial public offering by ISB of its ordinary shares and the listing of and quotation for ISB shares on the Mesdaq Market.

b) Sale of Subsidiary Company

On 21st May 2003, RPB Capital Holdings Sdn Bhd (RPB Capital), a wholly owned subsidiary of RPB has entered into a conditional Sale and Purchase Agreement with ISB to sell to ISB of its 1,020,000 ordinary shares of RM1.00 each in Reliance Computer Sdn. Bhd., a subsidiary of the company.

The sale shall be satisfied by an allotment and issuance of 7,524,455 ordinary shares of ISB of RM0.10 each (after share split of the ISB shares)

The sale and purchase is conditional on the approval of the FIC for the sale and purchase contemplated under the Agreement and the approval of the SC for the allotment and issue by ISB of its shares pursuant to the Agreement. 

Approvals were obtained from SC, Mesdaq Market and FIC on 22nd September 2003 in connection with the proposed initial public offering by ISB of its ordinary shares and the listing of and quotation for ISB shares on the Mesdaq Market.

The total aggregate of shareholding in ISB through Xplonet and RPB Capital will be 20.5%. 

A13
Contingent Liabilities and Contingent Asset


There were no contingent liabilities and contingent Asset for the current financial year to date.

B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENT

B1
Review of Performance of the Company and its Principal Subsidiaries

Consolidated revenue of the Group for the current quarter has improved by      4.4% as compared to the preceding year 3rd quarter.  The Consolidated  profit after taxation and Minority Interest was RM2.197million as compared to a loss of RM2.074 million after tax and Minority Interest in the preceding year 3rd quarter.  

The strong improvement was mainly due to the remarkable recovery in the Travel and Hotel Divisions.  The group has also taken the following long term key strategies to improve its results:

a) Demand stimulation measures

b) Sustenance of low cost operations 

Consolidated revenue of the Group for the first 9 months ended 31st December 2003 was lower than the corresponding period in the preceding year by 22%.  This was mainly due to the reduction in 1st quarter Group consolidated revenue.    However, Consolidated loss of the Group after tax and Minority Interest for the same period has reduced by RM833,000 or 12% as compared to the corresponding period in the preceding year.  This was mainly due to the cost restructuring measures taken by the Group.

B2
Material Changes in the Quarterly Results as compared with the Preceding quarter

Consolidated revenue of the Group for the reporting quarter has improved by 30.27% in comparison to the preceding quarter.  The Consolidated  profit after taxation and Minority Interest was RM2.197million as compared to a loss of RM2.421 million after tax and Minority Interest in the preceding quarter.

The strong improvement was mainly due to:

a) Remarkable recovery of the Travel and Hotel Divisions after SARS.

b) Seasonal nature of the business in which 3rd quarter is traditionally a strong quarter for tourism business.

c)
Continued demand stimulation and cost restructuring measures taken by the Group. 
B3
Current Year Prospect

Tourism industry had shown strong recovery in the 3rd quarter ended 31st December 2003.  This is expected to continue in the 4th quarter from January to March 2004.

RPB Travel and Hotel divisions are in a position to take advantage of the strong recovery in the Tourism industry. 
B4
Variance from Profit Forecast


Not applicable.

B5
Taxation

   



                     Individual Quarter
   Cumulative Quarter 




                  Current year quarter
 Current Year To Date





                           RM’000


 RM’000


Current taxation



14

   
     52 


Under/(over) provision in prior year

   -


      -

Deferred taxation



   -


      -




     ________


________

Total



      
 14

     
     52





     ======


======  



The Group tax rate is higher than the statutory tax rate applicable due to the provision of taxation on profit enjoyed by certain subsidiary companies. 

B6
Profit/(Loss) Sale of Investments and/or Properties


Other than those stated in notes A11, there were no acquisition and disposal of unquoted investments and/or properties.

B7
Quoted Securities

a) There was no purchase or disposal of quoted securities for the current financial year to date other than those stated in notes A11.

b) Investments in quoted securities as at the end of the reporting period.

RM’000



Total investment at cost




   9,636



Total investment at carrying value/book value

   9,163

Total investment at market value



   8,109

B8
Corporate proposals on Proposed Right Issue


RPB had on 3rd September 2003 made an application to the SC for a further extension of time to complete the Proposals from 24th November 2003 to 30th June 2004.  


It was announced to the KLSE that the SC, vide its letter dated 12th December 2003 has approved the extension of time up to 30 June 2004 for the full implementation of the proposed Rights Issue of Shares and the Proposed Bonus Issue.

B9
Group Borrowings

a.
Banking Facilities

	
	Secured

(RM’000)
	Unsecured

(RM’000)
	Total

(RM’000)

	a) Short term borrowings

i.     Overdraft

ii.     Revolving Credit

iii.    Long term borrowings repayable

       within twelve months

iv.    Hire Purchase repayable within   

       twelve months

v.     Total
	23,521

16,000

-

157

39,678

   
	11,547

9,500

-

-

21,047
	35,068

25,500

-

157

60,725

	b) Long term borrowings

i.    Long term loans

           Less  portion of long term loans 

         payable within 12 months

      ii.   Collaterised Loan obligation

iii.    Hire purchase

             Less  portion of Hire Purchase

           payable within 12 months

      iv.   Total


	183,170

-

183,170

-

              261

           (157)

              104

       183,274
	-

-

-

45,000

               -

               -

-

45,000
	183,170

-

183,170

45,000

            261

(157)

104

228,274



	      c)   Total borrowings


	222,952
	66,047
	288,999


Note:

Included in the Long Term Loans is principal sum of RM183 million (AUD 65 million) granted to Reliance-OSW Investment Trust, which is the owner of Avillion Hotel, Sydney.  The facility is secured by a first legal charge over the land and building of Avillion Hotel in Sydney, Australia.  The facility has been classified as being in the nature of a long-term facility as the directors are of the opinion that the company will continue to have an uninterrupted use of the facility in the foreseeable future.  

The loan facility of RM183 million (AUD 65 million) is guaranteed by the company in proportion to its shareholding of 51%.  The balance 49% is guaranteed by IJM Corporation Bhd.

b. Serial Bonds

 RM’000


Bonds Issued






100,000


Less: Unamortised discount




   7,625











 92,375










=====


The RM100m nominal amount of fixed rate secured serial bonds was issued on 11 July 2001.  The Serial Bonds are issued on the following basis:

	Serial
	Nominal Value
	Maturity Date

	1

2

3
	RM 15.0m

RM35.0m

RM50.0m
	23 July 2004

25 July 2005

25 July 2006




B10
Off Balance Sheet Financial Instruments

The Group had entered into the following forward foreign currency contracts to hedge its committed purchases in foreign currencies:

	Currency
	Contract Amounts

FC’000
	Outstanding Contract Amount
	Expiry

	
	
	FC’000
	RM’000
	

	AUD

EUR

EUR

NZD

YEN
	50

50

50

       50

7,000


	50

50

50

50

1,632
	147

243

238

129

59


	30 April 2004

13 April 2004

30 April 2004

30 April 2004

15 March 2004




As foreign currency contracts are entered into to hedge the Group’s purchases in foreign currencies, the contracted rates will be used to convert the foreign currency amounts in Ringgit Malaysia.


These Contracts are short-term in nature and as such, we do not calculate the difference between contracted rates and spot rates and therefore do not take up the difference in the income statement for the current interim period.

Forward foreign exchange contracts are used to confirm foreign currency payments of the Group.  The maturity period of each contract depends on the term of payments agreed with our suppliers.  The purpose of hedging is to preserve the value of trade payable against market risk.  There are no other cash requirements for the above forward foreign contracts besides a small fee.

B11
Material Litigation


A claim has been made against one of the subsidiary companies by a main contractor for an alleged nonpayment of debts of RM 11 million.  The said subsidiary company has counter-claimed for RM 10.8 million, being loss of revenue and liquidated ascertained damages as stipulated in the contract.  Both parties have agreed to resolve the dispute through an arbitration process.  Provision has been made in the accounts pending the outcome of the arbitration.


As at to date, the matter is part heard and the claimant has not closed its case.

B12
Basic Loss Per Share

a)
Basic loss per share

Basic loss per share is calculated by dividing the net loss attributable to the shareholders for the current financial quarter and period ending 31 March 2003 and the number of ordinary shares in issue of 98,120,200 during the said financial periods.

b)
Diluted loss per share   


N/A.

BY ORDER OF THE BOARD

TAN BEE LENG (MAICSA NO: 7009994)









Kuala Lumpur

Secretary






Date:  26 February 2004
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