MAA HOLDINGS BERHAD                                     



NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2003

1    Basis of Preparation




The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2002, except for the adoption of new applicable approved accounting standards set out below: - 

· MASB 25 “Income Taxes”

· MASB 29 “Employee Benefits” 


The Group changed its accounting policies that affect net profit for the current financial quarter and financial year or shareholders’ equity as a result of the adoption of the above stated new MASB Standards.


The effects of adopting MASB 25 “Income Taxes” and MASB 29 “Employee Benefits” are as follows:


a) Deferred tax


In previous years, deferred tax was recognised for timing differences except when there was reasonable evidence that such timing differences would not reverse in the foreseeable future. The tax effect of timing differences that resulted in a debit balance or a debit to the deferred tax balance was not carried forward unless there was a reasonable expectation of its realisation. 


The potential tax saving relating to a tax loss carry forward was only recognised if there was assurance beyond any reasonable doubt that future taxable income would be sufficient for the benefit of the loss to be realised.


The Group has now changed its accounting policy to recognise deferred tax on temporary differences arising between the amounts attributable to assets and liabilities for tax purposes and their carrying values in financial statements. Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available against which deductible temporary differences or unused tax losses can be utilised.

b) 
Employee benefits


In previous years, accumulated paid annual leave was recognised when payment was made.


The Group has now changed its accounting policy to recognise accumulated paid annual leave in the period in which the associated services are rendered by employees, as the amount the Group expects to pay as a result of unused entitlement that has accumulated at the date of the financial statements. 


The changes in accounting policies in (a) and (b) above have been accounted for retrospectively as follows:


As 

previously

reported
Effect 

of change

in policy
As

reinstated


RM ‘ 000
RM ‘ 000
RM ‘ 000

At 31 December 2002:




- retained earnings
120,091
7,372
127,463

- deferred tax assets
-
8,290
8,290

- employee benefits
-
(918)
(918)






2 Preceding Year’s Audit Report

The preceding year’s annual financial statements were not qualified. 

3 Seasonal or Cyclical Factors

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

         cyclical factors.

4
Extraordinary Items



There were no extraordinary items for the current financial quarter and financial year under review.


5
Change in Accounting Estimates 

There is no change in basis used for accounting estimates for the current financial quarter and financial year under review.

6 Debt and Equity Securities

On 21 August 2003, the Company made a principal repayment amounted to RM20 million for its first tranche of 6-year RM120 million structured serial bonds. 

Other than as stated, there is no issuance, cancellation, replacement, resale and repayment of debt and equity securities during the current financial quarter and financial year under review.

7 Dividend Payment

On 12 August 2003, the Company paid a first and final tax exempt dividend of 5 sen per share, totaling RM7.61 million in respect of the financial year ended 31 December 2002.

8 Segmental Reporting

The Group operates in two main business segments: -

· Life insurance  - underwriting life insurance business, including investment-linked business

· General insurance – underwriting all classes of general insurance business

Other  operations of the Group mainly comprise investment holding, hire purchase, leasing and other credit activities, unit trust, property management, security and consultancy services, neither which are of significant size to be reported separately.

Intersegment sales comprise property management, security and consultancy services provided to the insurance business segments on an arms-length basis. 


Life Insurance
General Insurance
Shareholders’ 

Fund and other operations
Elimi-

nations
Group


Investment-linked
Non-

investment

- linked






RM’ 000
RM’ 000
RM’ 000
RM’ 000
RM’ 000
RM’ 000

12 Months ended

31.12.2003







External revenue
6,585
1,356,451
481,148
61,711
-
1,905,895

Intersegment sales
-
1,615


223
11,992
(13,830)
-

Total Operating revenue
6,585
1,358,066
481,371
73,703
(13,830)
1,905,895









Segment results
29,478
140,544
39,636
(6,046)
(12,189)
191,423

Transfer to Life reserve 

(115,683)
-
-
-
(115,683)

Profit from operations
29,478
24,861
39,636
(6,046)
(12,189)
75,740









12 Months ended

31.12.2002 (audited)







External revenue
46,259
962,180
449,198
50,070
-
1,507,707

Intersegment sales
-


1,350
202
8,862
(10,414)
-

Total Operating revenue
46,259
963,530
449,400
58,932
(10,414)
1,507,707









Segment results
4,047
224,862
17,773
47,833
(61,307)
233,208

Transfer to Life reserve 
-
(183,283)


-
-
-
(183,283)

Profit from operations
4,047
41,579
17,773
47,833
(61,307)
49,925









9   Carrying Amount of Revalued Assets


This note is not applicable.

10
Material Subsequent Events 

There were no material subsequent events from the end of the current financial quarter under review to the date of this interim report. 

11
Changes in Composition of the Group
a)
On 10 February 2003, MAA International Assurance Ltd, a wholly owned subsidiary company, acquired 32,205 ordinary shares of Peso 1,000 each, representing 40% of the issued and fully paid share capital of MAA General Assurance Philippines Inc. (formerly known as Paramount Insurance Corporation), a company incorporated in the Republic of Philippines, for a cash purchase consideration of USD1,547,314.

b) On 13 August 2003, the Board of Directors of the Company announced that MAA          International Investments Ltd (“MAAII”), a wholly owned subsidiary company of MAA          Corporation Sdn Bhd (“MAA Corp”), which in turn a wholly-owned subsidiary company of           the Company, had on 8 August 2003 acquired a total of 100,000 ordinary shares of Peso          100 each, representing 100% of the issued and fully paid share capital of MAA Mutualife          Philippines, Inc. (formerly known as Citisec Asset Management, Inc.) (“MAAMP”), a          company incorporated in the Republic of Philippines, for a cash purchase consideration of          Peso13,000,000. The purchase consideration was arrived at on a “willing-buyer willing-

         seller” basis.

Approval from the relevant authorities in the Philippines for the acquisition of MAAMP has been obtained. No approval is required by MAAII for the said acquisition.

The acquisition of MAAMP, a licensed investment advisor and also an investment management company is in line with the vision of the Group to become a major Asian financial services provider.

c) On 9 September 2003, the Board of Directors of the Company announced that MAA Corp had on 29 August 2003 subscribed for two (2) ordinary shares of USD1 each, representing          100% of the issued and fully paid share capital of MAA International Corporation Ltd          (“MAAICL”), a company incorporated in the Federal Territory of Labuan, at par for cash.

         MAAICL’s principal activities are to engage in investment holding and provide financial 

         planning and advisory services. The acquisition of MAAICL was carried out in line with the 

         vision of the Group to become a major Asian financial services provider.

d)   On 24 September 2004, the Board of Directors of the Company announced that MAA Corp 

         had on 23 September 2003 subscribed for two (2) ordinary shares of RM1 each, representing 100% of the issued and fully paid share capital of MAA Claims Investigation & Survey Sdn Bhd (“MAACIS”), a company incorporated in Malaysia, at par for cash.

         MAACIS’s principal activities will be to conduct investigations, surveys and adjustments on 

         insurance claims.

e) On 17 December 2003, the Board of Directors of the Company announced that:-

i) MAA Corp had on the same day acquired two (2) ordinary shares of RM1 each,         representing 100% of the issued and fully paid share capital of Daman Development Sdn Bhd (formerly known as Learning Force Sdn Bhd) (“Daman”), a company incorporated in Malaysia, for a cash purchase consideration of RM2. 

The purchase consideration was arrived at on a “willing-buyer willing-seller” basis.

Daman will be used for the purposes of property development and management to handle the development of intra-group projects for operations efficiency.

ii)
MAA Corp had on 10 December 2003 subscribed for two (2) ordinary shares of RM1 each, representing 100% of the issued and fully paid share capital of Mytele Direct Sdn Bhd (“Mytele”), a company incorporated in Malaysia, at par for cash.

Mytele’s principal activities will be to operate as a third party call center for direct marketing/tele-marketing businesses.

f) On 8 January 2004, the Board of Directors of the Company announced that MAA Corp had    on 31 December 2003 disposed its wholly owned subsidiary, Baltimore Development Sdn   Bhd (“Baltimore”) to Langkawi Yacht Club Berhad for a sale consideration of RM2. The sale   consideration was arrived at on a “willing-buyer willing-seller” basis.

g)
Baltimore has been experiencing losses for the past years. As such, it would be prudent for MAA Corp to dispose Baltimore to mitigate its losses.

The effect of the acquisitions and disposal in (a) to (f) above on the interim financial statements is as follows:

 
RM’ 000

Increase in the Group’s net profit for the 12 months ended 31.12.2003
2,087

Increase in the Group’s net assets as at 31.12.2003
3,294

Net cash outflows on acquisitions & disposal
7,542

12     Contingencies


In the normal course of business, the insurance subsidiaries of the Company incur certain liabilities on behalf of customers. No material losses are anticipated as a result of these transactions.


Details of the Group’s contingent liabilities are as follows:-



As at 31.12.2003
As at 31.12.2002



RM ‘ 000
RM ‘ 000

Performance bonds and guarantees

57,987
75,850

13 Capital Commitments

Capital commitments not provided for in the financial statements as at 31 December 2003 is as follows: -



RM ‘ 000

Approved and contracted for 

12,814






  Analysed as follows: -

- property, plant and equipment

1,451

- investment properties

11,363

14
Taxation






3 months ended
12 months ended


31.12.2003
31.12.2002


31.12.2003
31.12.2002

(audited)


RM’ 000
RM’ 000
RM’ 000
RM’ 000

Malaysian Taxation





Current year
17,602
13,347
18,825
15,899

Under/(over) provision in  prior periods/years
(29,969)
13,993
(29,969)
13,993


(12,367)
27,340
(11,144)
29,892

Deferred Taxation





Current year
6,446
-
6,446
-


(5,921)
27,340
(4,698)
29,892







The effective tax rate for the current financial quarter and financial year is higher than the statutory tax rate due mainly to certain charges and allowances made which are not deductible for tax purposes.

15
Profit/(loss) on Sale of Unquoted Investments and/or Properties


The profit from sale of unquoted investments and investment properties by the insurance subsidiaries for the current financial quarter and financial year amounted to RM0.5 million and RM3.0 million respectively.


Loss on sale of investment property by other company in the Group for the current financial quarter and financial year under review amounted to RM130,000.

16   Quoted Securities

  There were no purchases or disposals of quoted securities by the Group other than by the    

  insurance subsidiaries, which are exempted from disclosure of this information. 

17
Status of Corporate Proposals



a) At the Extraordinary General Meeting held on 11 August 2000, the shareholders had approved the participation by the Company in Tajo Berhad’s (“Tajo”) proposed Scheme of  Arrangement with its creditors (“Tajo Scheme”).

Tajo had since submitted several revisions of its proposed restructuring exercise and the Tajo Scheme to the relevant authorities for approval. The Securities Commission finally approved these in December 2002. 

On 22 October 2003, Tajo held its Extraordinary Meeting and Meetings of Shareholders and Warrantholders to approve its restructuring exercise and the Tajo Scheme. All resolutions mentioned in the Notice of Extraordinary Meeting and Meetings of Shareholders and Warrantholders were approved at the respective Meetings held on that day.

Todate, Tajo’s restructuring exercise and the Tajo Scheme are not completed yet.

b) On 5 August 2003, the Board of Directors of the Company announced that one of its sub-subsidiary companies, MAA Mutual Berhad (“MAA Mutual”) had entered into a sale of business agreement with MBF Unit Trust Management Berhad for the proposed acquisition of its mutual funds business and supporting systems for an aggregate purchase consideration of RM7.5 million (“Proposed Acquisition”), which was arrived at on a “willing-buyer willing-seller” basis.

The Proposed Acquisition is synergistic to the existing business activities of MAA Mutual  and put it on a firmer footing to compete more efficiently with the other more established unit trust fund companies. 


The Proposed Acquisition was approved by the Securities Commission on 4 November 2003 and has subsequently been completed.

Other than as stated above, as at the date of this report, there is no other corporate proposal that has been announced but not completed as at 20 February 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

18
Group Borrowings




The Group borrowings as at 31 December 2003 include short term borrowings amounting to RM27.8 million and long term borrowings amounting to RM130.9 million.  Both the short term and long term borrowings are unsecured and denominated in Ringgit Malaysia.

19
Off Balance Sheet Financial Instruments




There were no financial instruments with off-balance sheet risk as at 20 February 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



20
Changes in Material Litigation




There were no material litigations as at 20 February 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).



21
Comparison With The Preceding Quarter’s Results 


For the current financial quarter under review, the Group registered a profit before tax of RM68.1 million, as compared to RM5.7 million in the preceding quarter. The profit was mainly due to surplus transferred from the Life Insurance business to the Shareholders’ Fund at year end.

22
Review of Performance

For the twelve (12) months ended 31 December 2003, the Group achieved a turnover of RM1,905.9 million compared to previous year of RM1,507.7 million. 

The Life Division’s gross premium income increased by 34% from RM856.9 million in 2002 to RM1,150.8 million. The Malaysian local Life Insurance Division continued to record an increase of 67% in total new business premium for the 12 months ended 31 December 2003 compared to previous year. 

The General Insurance Division registered an increase of 6% in terms of total gross premium to RM460.3 million (2002: RM433.1 million) with motor vehicles continued to be the main class of business underwritten.


The Group registered a higher profit before tax of RM75.7 million (2002: RM50 million) for the current financial year under review with the Life Insurance Division and General Insurance Division contributing a profit before tax of RM54.3 million (2002: RM45.6 million) and RM39.6 million (2002: RM17.8 million) respectively. 

The Group’s total assets have increased by 17% to RM5.5 billion (2002: RM4.7 billion). The Malaysian local life insurance unallocated surplus remained strong with a cumulative carried forward of RM455.9 million (2002: RM343.1 million) as at 31 December 2003.

23
Prospects



For the current financial year, the Group’s results has remained satisfactory. The Group expects its results in the coming year to perform in tandem with the insurance industry and the Malaysian economy. 

24
Profit Forecast




This note is not applicable.



25
Dividends




The Board of Directors has recommended the payment of a first and final tax-exempt dividend of 5% (2002: 5%) for the financial year ended 31 December 2003. The proposed dividend is subject to approval of the shareholders at the forthcoming Annual General Meeting to be held on a date to be announced later.

 26    Earnings Per Share


3 months ended
12 months ended


31.12.2003
31.12.2002


31.12.2003
31.12.2002

(audited)

Basic earnings per share











Net profit for the period/year

(RM ‘ 000)
74,243
21,576
81,059
20,794

Weighted average number of ordinary 

shares in issue ( ‘ 000)
152,177
152,177
152,177
150,987

Basic earnings per share    (sen)          
48.79
14.18
53.27
13.80







27 Additional Information 


3 months ended
12 months ended


31.12.2003
31.12.2002
31.12.2003
31.12.2002





(audited)


RM’ 000
RM’ 000
RM’ 000
RM’ 000

Shareholders’ Fund - Management expenses: -











MAA Holdings Berhad
2,342
1,906
8,544
6,059

MAA Mutual Berhad
12,559
5,530
26,544
14,793

Wira Security Services Sdn Bhd
4,141
4,930
20,151
22,006

Other group companies
7,752
2,534
18,120
11,701


26,794
14,900
73,359
54,559

Consolidation adjustments
3,516
(2,531)
(3,810)
(4,005)


30,310
12,369
69,549
50,554







By Order of the Board




Lily Yin Kam May

Yeo Took Keat

Company Secretaries




KUALA LUMPUR




DATE:  26 February, 2004
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