MAA HOLDINGS BERHAD




NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 30 JUNE 2002

1
Accounting Policies




The accounting policies and methods of computation applied in the quarterly report are consistent with those applied for the annual financial statements.  There have been no significant changes to these policies.



2
Exceptional Items



There were no exceptional items for the current financial period under review.



3
Extraordinary Items



There were no extraordinary items for the current financial period under review.



4
Taxation





The provision made for taxation does not contain any adjustment for under or over provision for taxation in respect of prior years.



Individual Quarter
Cumulative Quarter


30/06/2002
30/06/2001
30/06/2002
30/06/2001


RM’000
RM’000
RM’000
RM’000

Malaysian Taxation











Income tax





-   Current Year
(86)
1,285
767
3,863







For the current financial quarter under review, there is a write back for tax over provided in the preceding quarter.

The effective tax rate is lower than the statutory tax rate for the current financial period under review due mainly to the write back of provision for diminution in value of investments by an insurance subsidiary, which is not subject to income tax. 

5
Profit on Sale of Investments and/or Properties


Included in other income is net profit/(loss) from sale of investments and changes in provision for diminution in value of investments by the insurance subsidiaries.


The profit from sale of investments by the insurance subsidiaries for the current financial quarter and period under review amounted to RM9.4 million and RM6.9 million respectively.


There was no sale of unquoted investments and properties by other companies in the Group for the current financial quarter and period under review.

6   Quoted Securities


Purchases or disposal of quoted equities by the Group other than by the insurance 


subsidiaries, which are exempted from disclosure of this information, are as follows :- 


Current

Year

Quarter

30.06.2002

Current

Year

Todate

30.06.2002


RM’000

RM’000

Total purchase consideration of quoted equities
3

3

Total sale proceeds of quoted equities
2,308

5,171

Total profit/(loss) arising from sale of quoted equities
154

512






 
Investments in quoted equities as at 30 June 2002 :-


RM’000

(i)   At cost
4,385




(ii)  At carrying value/book value
4,385




(iii) At market value
1,568

No provision for diminution in value is made as the Directors are of the opinion that the decline in value is temporary in nature.

7
Changes in Composition of the Group




During the current financial period under review :- 

a) On 27 February 2002, MAA Corporation Sdn Bhd (“MAA Corp”), a wholly owned subsidiary of the Company, subscribed for two (2) new ordinary shares of RM1 each, representing 100% of the issued and paid up capital in a new subsidiary, MAA Personal Advisors Sdn Bhd, a company incorporated in Malaysia, for cash purchase consideration of RM2;

b) On 27 March 2002, MAA International Assurance Ltd, a wholly owned subsidiary of MAA Corp acquired 24,384,694 ordinary shares of RP1,000 each, representing 97% of the issued and fully paid share capital of P. T. MAA Life Assurance (formerly known as P. T. Assuransi Jiwa Mega Artha Aliansindo) and 20,000,000 ordinary shares of RP1,000 each, representing 96% of the issued and fully paid share capital of P. T. MAA General Assurance (formerly known as P. T. Assuransi Multi Artha Aliasindo), companies incorporated in the Republic of Indonesia, at cash purchase consideration of USD4,700,606 and USD3,601,688 respectively. 

c) On 17 June 2002, MAA Corp acquired 175,000 ordinary shares of RM1 each in Meridian Asset Management Holdings Sdn Bhd (“MAMHSB”) from Malaysian Assurance Alliance Berhad (“MAA”), a wholly owned subsidiary of the Company, at a purchase price of RM175,000. 

MAA Corp has also on 17 June 2002 acquired 385,000 ordinary shares of RM1 each in MAMHSB from NTY Enterprise Sdn Bhd (“NTY”) at a purchase price of RM1,925,000. Both purchase price are arrived at willing-buyer and willing-seller basis and have been paid in full by cash. With these purchases, MAMHSB became a 51% subsidiary of MAA Corp.

8
Status of Corporate Proposals



As at the date of this report, there is no corporate proposal that has been announced but not completed as at 23 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

9
Equity Structure

2,881,935 shares were issued under the Group's Employee Share Option Scheme during the current financial period.



10
Group Borrowings




The Group borrowings as at 30 June 2002 include short term borrowings amounting to RM14.7 million and long term borrowings amounting to RM160.9 million.  Both the short term and long term borrowings are unsecured and denominated in Ringgit Malaysia.



11
Commitments and Contingencies

In the normal course of business, the Group makes various commitments and incurs certain liabilities on behalf of customers. No material losses are anticipated as a result of these transactions.


Details of the Group’s commitments and contingent liabilities as at 23 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) are as follows:-


RM’000

Capital Commitments


Approved and contracted for
41,237





RM’000

Contingent Liabilities


Performance bonds and guarantees
48,132

20,052

Other contingent liability





Other contingent liability represents a contingent tax payable in the shareholders’ fund of an insurance subsidiary company arising from the apportionment of the actuarial surplus of the life fund to the shareholders’ fund of the insurance subsidiary company for the four years ended 31 December 1997.

This tax liability has not been taken up in the financial statements as the Directors are of the opinion that the insurance subsidiary is not liable to the additional tax liability. In addition, the Life Insurance Association of Malaysia is appealing to the relevant authorities on the change in basis of taxation on behalf of all life insurers.

12
Financial Instruments with Off Balance Sheet Risks




There were no financial instruments with off-balance sheet risk as at 23 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



13
Material Litigation




There were no material litigations as at 23 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



14
Segmental Reporting



Revenue
Profit/(loss)
Gross Assets


Before taxation
Employed


As at
As at




30.06.2002
30.06.2001
30.06.2002
30.06.2001
30.06.2002
30.06.2001






RM'000
RM'000
RM'000
RM'000
RM'000
RM'000

















Insurance
    521,790


1,425,433
12,741 
        10,609
    4,244,012 
3,672,629





Leasing
          10,336
6,718            
4,849
5,840               

 
166,446

          
161,378





Property  development and management of properties


-
-
(695)
(618)
919
549





Investment holding
-
321
(7,843)
(3,876)
71,164
15,181





Security services
10,501
-
(544)
-
9,658
-





Others
953
              -
(1,896)           

  
-             

 
10,798       

   
-







Total
      543,580
1,432,472
      6,612
     11,955
    4,502,997
3,849,737


















Turnover of the Group represents gross premiums written in respect of life and general insurance businesses, gross interest income from hire purchase, leasing and other credit activities, property management, security and consultancy services and investment income.



The Group’s operations by geographical segments: -



Revenue
Profit/(loss)
Gross Assets


Before taxation
Employed


As at
As at




30.06.2002
30.06.2001
30.06.2002
30.06.2001
30.06.2002
30.06.2001






RM'000
RM'000
RM'000
RM'000
RM'000
RM'000

















Malaysia
    536,290


1,432,472
9,244 
        11,955
    4,475,549 
3,849,737





Indonesia
          7,290
-            
(2,632)
-               

 
27,448

          
-





Total
      543,580
1,432,472
      6,612
     11,955
    4,502,997
3,849,737

















15
Comparison With The Preceding Quarter’s Results 


For the current financial quarter under review, the Group registered a loss before tax of RM7.0 million, as compared to a profit before tax of RM13.6 million in the preceding quarter. The decrease in profit was mainly due to additional provision made for diminution in value of quoted investments resulting from decline in the KLCI during the current quarter under review, higher interest cost which arose from RM120 million structured serial bonds issued by the Company in August 2001 and higher motor and health insurance claims incurred by the General Insurance Division. 

16
Review of Performance

For the six (6) months ended 30 June 2002, the Group achieved a turnover of RM543.6 million compared to previous year’s corresponding period of RM1,432.5 million. The decrease was due to cessation of the EPF’s Conventional Annuity Scheme in May 2001. 

However, excluding sale of the EPF’s Conventional Annuity product for the same period in the previous year, the local Life Insurance Division continued to record an increase of 10.0% and 19.8% in total gross premium and total new business premium respectively. In terms of new business single premium, the local Life Insurance Division recorded a decrease of 93.2% compared to previous year’s corresponding period. This was due to cessation of the EPF’s Conventional Annuity Scheme in May 2001.  Excluding EPF’s Conventional Annuity sale, the new business single premium grew by 7.8%. However, in terms of new business regular premium, the local Life Insurance Division recorded a growth of 39.9%.

The General Insurance Division registered a marked increase of 32.4% in terms of total gross premium. The sustained strong growth in motor vehicle and health insurance businesses has contributed to the increase in total gross premium in the General Insurance Division.


The Group registered a lower profit before tax of RM6.6 million (2001 – RM12.0 million) for the current financial period under review. The decrease in profit before tax is due mainly to higher interest cost which arose from RM120 million structured serial bonds issued by the Company in August 2001 and increase in claims incurred, especially in motor vehicle business which arose from increasing car theft and in health insurance business. 

For the current financial period under review, the local Life Insurance Division recorded a surplus of RM59.2 million (2001: RM59.5 million). However, consistent with the practice last year, no profit was transferred from the Life Insurance Fund to the Shareholders’ Fund as the transfer of life business profit is only done at the financial year end. The unallocated surplus carried forward in the Life Insurance Fund remained healthy with a cumulative carried forward of RM389.7 million (2001 – RM314.8 million) as at 30 June 2002.

17
Material Subsequent Events 

 
There were no material subsequent events from the end of the current financial period to 


23 August 2002 (the latest practicable date which is not earlier than 7 days from the 


date of issue of this quarterly report). 

18
Seasonal or Cyclical Factors


The Group’s business operations are not significantly affected by any seasonable or 


cyclical factors.

19
Prospects



The Group expects its business to perform in tandem with the insurance industry and the Malaysian economy. Barring any unforeseen circumstances, the Directors expect the Group’s performance to remain satisfactory for the current financial year.
 
20
Explanatory Notes on Variance of Actual Profit from Profit Forecast which is only applicable for the Final Quarter




This note is not applicable.



21
Dividends




The Board of Directors does not recommend the payment of any interim dividend for the  current financial quarter and period. 

By Order of the Board




Lily Yin Kam May

Yeo Took Keat

Company Secretaries




KUALA LUMPUR




DATE:  29 August, 2002
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