MBf CORPORATION BERHAD (575672 -X)

NOTES TO THE UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE QUARTER ENDED 30 JUNE 2005
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Notes


A1.
Basis of Preparation

The interim financial report of the Group has been prepared in accordance with MASB 26 Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad ("BMSB") Listing Requirements.

The accounting policies and methods of computation used in the preparation of the quarterly financial reports are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2004.

A2.
Status of matters giving rise to the auditor's qualified report in the annual financial      statements for the year ended 31 December 2004.

The annual financial statements of MBf Corporation Berhad for the year ended 31 December 2004 were not qualified.

A3.

Seasonal or Cyclical Factors
The business operations of the Group are not materially affected by any seasonal or cyclical factors.

A4.

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

A5.

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

A6.

Pre-acquisition Profits

No pre-acquisition profit has been included in the current quarter results.

A7.

Debts and Equities Securities

During the quarter under review, there was an increase in share capital of RM154,000 resulting from a conversion of some Redeemable Convertible Secured Loan Stocks (“RCSLS”) to ordinary shares.

A8.

Dividend Paid

No dividend has been paid, proposed or declared during the current period under review.

A9.

Segmental Reporting

(Refer to Appendix I)

A10.
Property, Plant and Equipment 

There is no valuation of land and buildings that have been brought forward from the previous annual financial statements.

A11.
Subsequent Events

In the opinion of the Directors, no item, transaction or event of a material nature has arisen during the period from the end of the reporting period to 11 August 2005 that is likely to affect substantially the results of the operations of the Group for the quarter ended 30 June 2005.

A12.
Changes in Composition of the Group

During the quarter ended 30 June 2005, the changes in the composition of the Group were as follows:-

a) Mexan Enterprise Sdn Bhd became a wholly-owned subsidiary of MBf Corporation Berhad on 24 May 2005.

b) OnCard Malaysia Sdn Bhd became a 50% associate company of Mexan Enterprise Sdn Bhd on 24 May 2005.

A13.
Capital Commitment

There were no capital commitments for the financial quarter under review. 

A14.
Contingent Liabilities
There were no group contingent liabilities as at the date of issuance of this report except as disclosed in Note B11.

ADDITIONAL INFORMATION REQUIRED BY THE BMSB LISTING REQUIREMENTS

B1.

Review of Performance

The Group recorded a revenue of RM9.23 million for the current quarter ended 30 June 2005 compared to the previous year's corresponding quarter of RM11.98 million, a decrease of RM2.75 million or 22.94%.  The decrease in revenue for the current financial quarter was mainly due to termination of sales in Summerset and no income generated from PT Sejahtera upon disposal of the company during the quarter. The revenue was derived from leasing business, leisure and timeshare and property development.  The Group recorded a pre-tax profit of RM2.0 million for the current financial quarter ended 30 June 2005 compared to the previous year's corresponding quarter loss of RM8.8 million.  The favourable variance was attributed to foreign exchange gain upon disposal of PT Sejahtera, lower provision for doubtful debts and guarantee fee payment.

The Group recorded a revenue of RM21.09 million for the current financial year ended 30 June 2005 compared to the previous financial year of RM27.21 million, a decrease of RM6.12 million or 22.49%.  The decrease in revenue for the financial year was mainly due to termination of sales in Summerset and no income generated from PT Sejahtera upon disposal of the company.  The revenue was derived from leasing business, leisure and timeshare and property development. The Group recorded a pre-tax loss of RM5.53 million for the current financial year ended 30 June 2005 compared to the previous financial year loss of RM11.80 million.  The favourable variance was gain on disposal of a subsidiary, lower operating expenses incurred as a direct result of disposal and closure of branches and deconsolidation of subsidiaries.
B2.

Variation of Results against Preceding Quarter 

For the current quarter ended 30 June 2005, the Group reported a pre-tax profit of RM2.11 million as compared to a pre-tax loss of RM7.64 million in the preceding quarter.  The variance for the current quarter was attributed to gain on disposal of the company during the quarter and cost saving as a result of the disposal of a subsidiary.

B3.

Current Year Prospects

The Group will continue to focus on asset financing, factoring, confirming activities, consumer financing, property development and timeshare memberships as well as its new business in sales of buffet cards to improve the Group's performance for the coming quarters.

B4.

Variance of Actual Profit from Forecast Profit

Not applicable as the Company has not provided any forecast or profit guarantee in a public document.

B5.

Taxation 

	
	 Current  

 Quarter 

 30/6/2005 

 RM'000 
	Current 

Year Ended

 30/6/2005 

 RM'000 

	Taxation comprises:-
	
	

	- Deferred taxation
	(19)
	(91) 

	- Share of taxation of associated company
	840
	1,460

	
	822 
	1,369 


There is no tax charge for the Group as the Company’s subsidiaries have unutilised tax losses brought forward.

B6.

Profits on Sale of Investment Securities and Properties 

During the current quarter, there is no disposal of investment securities and properties.

B7.

Quoted Securities
a) Total purchases and disposals of quoted securities and profit arising from disposal for the financial period ended 30 June 2005 are as follows:

	
	RM'000

	(i)   Total purchases
	NIL

	(ii)  Total disposals
	  NIL   

	(iii) Total profit on disposals
	NIL  


b) Investments in quoted shares as at 30 June 2005 are as follows :

	
	RM'000

	(i)   Total investment at cost
	            5,779 

	(ii)  Total investment at net book value
	     2,092 

	(iii) Total investment at market value at the end of reporting period
	   2,099 


B8.
     Status of Corporate Proposals
a) The disposal of MBf Corporation Berhad’s entire equity interest in PT Sejahtera Pertama (“PTS”) representing 29,1870 ordinary A shares at RP750,000 each and 8,500,000 ordinary B shares at RP750 each for a total cash consideration of RP8.563 billion had been completed on 31 May 2005.

b) As announced on 20 June 2005 on the proposed internal reorganisation, MBf Leasing Sdn Bhd had transferred its 100% equity interest in MBf Factors Sdn Bhd to MIFC Credit and Leasing Sdn Bhd, both wholly-owned subsidiaries of MBf Corporation Berhad. Currently the transfer is pending an application for stamp duty exemption.

	B9.
     Group Borrowings 
a) Group borrowings as at 30 June 2005 are as follows :
Secured
Bank overdrafts

             Hire purchase creditors

Term loan

RCSLS

Syndicated term loan

Sub-total

Unsecured
Term loan

Total

b) Group borrowings 

- repayable within one year

- repayable after one year

Total
	 RM'000 

 2,005 

                 1,589 

             225,180 

               18,536 

               14,164 

    261,474 

40,000

 301,474 

 RM'000 

  49,569 

             251,905 

301,474 




B10.
     Financial Instruments with Off Balance Sheet Risks

There were no financial instruments with off balance sheet risk at the date of issuance of this report.

B11.

 Material Litigations

Material litigations at the date of this announcement are as follows:-

Two defamation suits amounting to RM90 million have been instituted by MBf Capital Berhad and its subsidiary, namely MBf Northern Sdn Bhd (“MBfN”) for libel and slander in relation to an article published in the International Commercial Litigation Magazine.  MBfN, the 2nd Plaintiff, which was placed under creditors voluntary winding-up at a creditors’ meeting held on 9 March 2001, has filed a notice of discontinuance for both the cases.  One of the cases fixed for mention on 29 April 2002 has been postponed to 30 July 2002.  Upon mention on 30 July 2002, the case was further adjourned to 17 September 2002 and subsequently to 12 December 2002.  However, MBf Capital Berhad does not intend to pursue further with the case and has on 15 October 2002 filed for discontinuance of the said case.

The Defendant’s application for security for costs against MBf Capital Berhad (1st Plaintiff) fixed for mention on 4 November 2003 was adjourned for mention on 20 February 2004 and to 13 May 2004.  Subsequently, the case has been fixed for mention on 4 May 2005 and further adjourned to 16 August 2005.

On 18 October 2004, MBf Corporation Berhad announced that its wholly-owned subsidiary, MBf Leasing Sdn Bhd (“MBfL”), was served with a writ issued by MBf Holdings Berhad, Alamanda Development Sdn Bhd, MBf Trading Sdn Bhd, MBf Automobile Sdn Bhd and MBf Printing Industry Sdn Bhd (“the plaintiffs”) under Kuala Lumpur High Court Suit No. D3-22-1497-2004.  Under this action, MBfL has also been served with an application by the plaintiffs seeking interlocutory relief to restrain MBfL from proceeding with intended legal action to recover debts owed by the plaintiffs to MBfL.

The application for interlocutory relief by the plaintiffs was heard on 15 February 2005 and the Court granted the interlocutory relief to the plaintiffs.  On 16 May 2005, MBfL obtained an order against the plaintiffs to provide MBfL with “further and better particulars” as to their claims.  The plaintiffs have on 3 June 2005 provided MBfL with the “further and better particulars” sought in respect of the following :-


i  )
the details of the inter-company loans stated to be void for illegality; and 

ii)  the details of the inter-company loans stated to have been compromised at an agreed          settlement sum of RM18 million (“the Alleged Settlement”).

MBfL has since filed an application pursuant to Order 14A and Order 18 of the Rules of the High Court 1980 to seek amongst others Orders that parts of the plaintiffs’ claim pertaining to the Alleged Settlement be struck out and that the plaintiffs be at liberty to challenge the validity and enforceability of the inter-company loans in the various separate suits filed against the respective plaintiffs.  The said application has now been fixed for hearing on 19 September 2005.  The said application is intended to fully and conclusively determine the entire cause/matter/issues raised by the plaintiffs in this suit without the necessity for a full trial.

B12.

 Dividend

No dividend has been paid, proposed or declared during the current period under review.

B13.

 Earnings Per Share

a) Basic

Basic earnings or loss per share is calculated by dividing the net profit/(loss) for the period by weighted average number of ordinary shares in issue during the period.

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	CURRENT

QUARTER

ENDED
30/6/2005

RM'000
	CORRESPONDING

QUARTER

ENDED

30/6/2004

RM'000
	CURRENT

YEAR TO-DATE

ENDED

30/6/2005

RM'000
	PRECEDING 

YEAR TO-DATE

ENDED

30/6/2004

RM'000

	Net profit / (loss) for the period
	2,006
	(7,617)
	(5,287)
	(9,653)

	Weighted average number of ordinary shares in issue ('000)
	281,712 
	281,118 
	281,618 
	     281,118 

	Basic earning / (loss) per share (sen)
	0.71
	  (2.71)
	 (1.88)
	   (3.43)


b) Diluted

For the purpose of calculating diluted earnings or loss per share, the net profit/(loss) for the period and the weighted average number of ordinary shares in issue during the period has been adjusted for the effects of the dilutive potential of ordinary shares from the conversion of the Redeemable Convertible Secured Loan Stocks ("RCSLS").

	

	
	
	
	
	

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	CURRENT

QUARTER

ENDED

30/6/2005

RM'000


	CORRESPONDING

QUARTER

ENDED

30/6/2004

RM'000


	CURRENT

YEAR TO-DATE

ENDED

30/6/2005

RM'000
	PRECEDING 

YEAR TO-DATE

ENDED

30/6/2004

RM'000

	
	
	
	
	
	

	Net profit / (loss) for the period
	
	   2,006
	     (7,617)
	(5,287)
	 (9,653)

	Adjustment for after tax effects of interest on 
	
	      
	     
	    
	  

	RCSLS *
	
	276
	268
	549
	536

	Adjusted net profit / (loss) for the period c/f
	
	2,282
	  (7,349)
	 (4,738)
	 (9,117)


	
	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	
	CURRENT

QUARTER

ENDED

30/6/2005

RM'000


	CORRESPONDING

QUARTER

ENDED

30/6/2004

RM'000


	CURRENT

YEAR TO-DATE

ENDED

30/6/2005

RM'000


	PRECEDING

YEAR TO-DATE

ENDED

30/6/2004

RM'000



	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Adjusted net profit / (loss) for the period b/f
	
	2,282
	   (7,349)
	(4,738)
	   (9,117)

	
	
	
	
	
	

	Weighted average number of ordinary shares in 
	
	
	
	
	

	issue ('000)
	
	      281,712 
	            281,118 
	     281,618 
	               281,118 

	Adjusted weighted number of shares
	
	304,694
	304,675    

  
	304,600
      
	 304,613



	Diluted earnings / (loss) per share (sen) 
	
	*   0.75
	*      (2.41)
	*    (1.56)
	     *       (2.99)


*  The effect of the conversion of RCSLS into ordinary shares would not be diluted, accordingly, the basic and fully diluted profit / (loss) per share is the same.

BY ORDER OF THE BOARD

MBf CORPORATION BERHAD

Lau Cheong Koon

Company Secretary

Date : 12 August 2005 
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