MAA HOLDINGS BERHAD



NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2004

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 2003. 

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 under review.


5
Change in Accounting Estimates 

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

6 Debt and Equity Securities

There is no issuance, cancellation, replacement, resale and repayment of debt and equity securities during the current financial quarter under review.

7 Dividend Payment

There is no dividend payment by the Company during the current financial quarter under review.

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

3 Months ended

31.03.2004







External revenue
18,542
297,610
113,157
11,080
-
440,389

Intersegment sales
-
824
11
2,391
(3,226)
-

Total Operating revenue
18,542
298,434
113,168
13,471
(3,226)
440,389









Segment results
11,814
20,359
5,886
2,043
450
40,552

Transfer to Life reserve 
(11,814)
(20,359)
-
-
-
(32,173)

Profit from operations
-
-
5,886
2,043
450
8,379









3 Months ended

31.03.2003







External revenue
801
310,930
104,414
9,952
-
426,097

Intersegment sales
-
355
41
2,409
(2,805)
-

Total Operating revenue
801
311,285
104,455
12,361
(2,805)
426,097









Segment results
(1,743)
39,954
(13,916)
2,528
(198)
26,625

Transfer to Life reserve 
1,743
(39,954)
-
-
-
(38,211)

Profit from operations
-
-
(13,916)
2,528
(198)
(11,586)









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
There is no change in composition of the Group during the current financial quarter under review.

12
Contingencies

In the normal course of business, the insurance subsidiaries of the Company incur certain liabilities in the form of performance bonds and guarantees 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 31.03.2004
As at 31.12.2003



RM ‘ 000
RM ‘ 000

Performance bonds and guarantees

15,459
57,987

13 Capital Commitments

Capital commitments not provided for in the interim financial report as at 31 March 2004 is as follows: -



RM ‘ 000

Approved and contracted for 

11,996






  Analysed as follows: -

- property, plant and equipment

1,946

- investment properties

10,050

14
Taxation






3 months ended
3 months ended


31.03.2004
31.03.2003


31.03.2004
31.03.2003


RM’ 000
RM’ 000
RM’ 000
RM’ 000

Malaysian Taxation





Current year
1,601
464
1,601
464

Under/(over) provision in  prior periods
-
-
-
-


1,601
464
1,601
464

Deferred Taxation





Current year
   893
-
   893
-


2,494
464
2,494
464







The effective tax rate for the current financial quarter 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 by the insurance subsidiaries for the current financial quarter amounted to RM14.3 million.

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 (“Scheme”).

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

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

The Scheme has been completed on 14 April 2004, at which point Mithril Berhad, the new listed company of Tajo Group has become an associated company of the Group.

b) On 29 April 2004, the Board of Directors of the Company announced that one of its subsidiary companies, MAA International Corporation Ltd (“MAAICL”) has acquired a total of 49,995 ordinary shares of Peso 1 each in MAA Corporate & Compliance (Phils.), Inc. (“MAACCP”) from Mr. James Beltran who is a director of both MAAICL and MAACCP, for a total purchase consideration of Peso 49,995 which is equivalent to RM3,420, representing 99.99% of the total paid up capital of MAACCP, at par for cash.

The purchase consideration was arrived at on a willing buyer and willing seller basis negotiated at arms length. The investment in MAACCP was financed from internal generated funds. 

The acquisition of MAACCP is to undertake the administrative and finance functions of the Group’s subsidiary and associated companies in the Philippines for operation efficiency and cost effectiveness.

18
Group Borrowings




The Group borrowings as at 31 March 2004 include short-term borrowings amounting to RM4.3 million and long term borrowings amounting to RM130.0 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 21 May 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 21 May 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 RM3.7 million, as compared to a profit before tax of RM68.1 million in the preceding quarter. The profit in the preceding quarter was mainly due to surplus transferred from the Life Insurance business to the Shareholders’ Fund at financial year-end.


For the current financial quarter under review, 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.

22
Review of Performance


For the three (3) months ended 31 March 2004, the Group achieved a turnover of RM440.4 million compared to previous year of RM426.1 million with a profit before tax of RM3.7 million compared to a loss of RM14.4 million in previous year’s corresponding period. The loss in preceding year’s corresponding period was due mainly to additional provision made for diminution in value of equity investments resulted from deterioration in the KLCI.


The General Insurance Division registered an increase of 9.4% in terms of total gross premium to RM109.0 million (2003: RM99.6 million) with motor vehicles continued to be the main class of business underwritten.


The Life Insurance Division’s gross premium income decreased marginally by 1% from RM268.6 million in 2003 to RM265.6 million. The Malaysian local Life Insurance Division recorded a decrease of 14.5% in total new business premium for the 3 months ended 31 March 2004 compared to previous year’s corresponding period. Previous year’s corresponding period included a one-off block of RM73.6 million 2-year Fixed Dividend Endowment sales through a bank. Excluding this block of one-off sales, there was an increase of 51.25% in total new business premium for the current financial quarter. 



For the current financial quarter under review, the Life Insurance Division recorded a surplus of RM32.2 million (2003: RM38.2 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 RM556.9 million (2003: RM524.4 million) as at 31 March 2004.

23
Prospects



The Group expects its business to perform in tandem with the insurance industry and the Malaysian economy. Barring any unforeseen circumstance, the Directors expect the Group’s performance to remain satisfactory for the current financial year.

24
Profit Forecast




This note is not applicable.



25
Dividends




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

 26    Earnings Per Share


3 months ended
3 months ended


31.03.2004
31.03.2003


31.03.2004
31.03.2003

Basic earnings per share











Net profit/(loss) for the period  (RM ‘ 000)
1,142
(14,722)
1,142
(14,722)

Weighted average number of ordinary 

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

Basic earnings/(loss) per share       (sen)          
0.75
(9.67)
0.75
(9.67)







By Order of the Board




Lily Yin Kam May

Yeo Took Keat

Company Secretaries




KUALA LUMPUR




DATE:  28 May 2004
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