MAA HOLDINGS BERHAD



NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 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 period under review.


5.
Change in Accounting Estimates 

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

6. Debt and Equity Securities

On 23 August 2004, the Company made a principal repayment amounted to RM20 million for its second 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 period under review.
7. Dividend Payment

On 6 August 2004, 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 2003.

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

9 months ended

30.09.2004







External revenue
42,076
942,850
305,667
46,147
-
1,336,740

Intersegment sales
-
1,328
229
7,933
(9,490)
-

Total Operating revenue
42,076
944,178
305,896
54,080
(9,490)
1,336,740









Segment results
(6,834)
73,185
(7,635)
3,118
5,750
67,584

Transfer to Life reserve 
6,834
(73,185)
-
-
-
(66,351)

Profit / (loss) from operations
-
-
(7,635)
3,118
5,750
1,233









9 months ended

30.09.2003







External revenue
4,734
932,060
357,143
40,795
-
1,334,732

Intersegment sales
-
1,001
151
8,093
(9,245)
-

Total Operating revenue
4,734
933,061
357,294
48,888
(9,245)
1,334,732









Segment results
15,035
115,168
13,447
4,416
(868)
147,198

Transfer to Life reserve 
(15,035)
(115,168)
-
-
-
(130,203)

Profit / (loss) from operations
-
-
13,447
4,416
(868)
16,995









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 period under review to the date of this interim report. 

11. Changes in Composition of the Group

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”) had on 28 April 2004 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 internally generated funds. 

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

c) On 5 August 2004, the Board of Directors of the Company announced that its wholly-owned subsidiary, MAA Corporation Sdn Bhd (“MAA Corp”) had on 2 August 2004 acquired two (2) ordinary shares of  RM1.00 each in Chelsea Parking Services Sdn Bhd (“CPSSB”), representing 100% of the issued and paid-up capital of CPSSB, for a cash consideration of RM1.00.

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

The acquisition of CPSSB whose business is mainly to operate, maintain and manage car parks is deemed to be synergistic to the Group as the Group owns several buildings in the country.
d) On 3 September 2004, the Board of Directors of the Company announced that MAA Corp had on 1 September 2004 acquired the entire issued and paid-up share capital of Multioto Breakdown Assistance Sdn Bhd (“MBASB”) totaling RM500,000.00 comprising of 500,000 ordinary shares of RM1.00 each at a total cash consideration of RM400,000.00.

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

The principal activity of MBASB is providing breakdown assistance services. As Malaysian Assurance Alliance Berhad (“MAA”), another wholly owned subsidiary of the Company is in the life and general insurance business, the acquisition of MBASB is viewed as complementary to the insurance business and other businesses of the Group.

The effects of (a), (b), (c) and (d) above on the interim financial statements are as follows:


RM’000

Decrease in the Group’s net profit for the 9 months ended 30.09.2004
1,104

Increase in the Group’s net assets as at 30.09.2004
13,463

Cash outflow on acquisition
403

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 30.09.2004

As at 31.12.2003


RM ‘ 000

RM ‘ 000

Performance bonds and guarantees
62,189

57,987

13. Capital Commitments

Capital commitments not provided for in the interim financial report as at 30 September 2004 is as follows: -



RM’ 000

Approved and contracted for 

13,882






  Analysed as follows: -

- property, plant and equipment

1,358

- investment properties

12,524

14.
Taxation






3 months ended
9 months ended


30.09.2004
30.09.2003


30.09.2004
30.09.2003


RM’ 000
RM’ 000
RM’ 000
RM’ 000

Current tax





Current year
4,891
225
35,736
1,223

Under/(over) provision in  prior periods
(205)
-
(205)
-


4,686
225
35,531
1,223

Deferred Tax





Current year
(647)
-
(34,763)
-


4,039
225
768
1,223







For the current financial quarter and period under review, the effective tax rate is higher than the statutory tax rate as tax losses from certain subsidiary companies are not able to be utilised to set off profit made due to absence of group tax loss relief and certain charges and provision 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 period amounted to RM0.3 million and RM22.8 million respectively.

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



On 29 September 2004, AmMerchant Bank Berhad (“AmMerchant Bank”) had on behalf of the Board of Directors of the Company announced the following Proposals:

(a) Proposed renounceable rights issue of up to 152,176,876 New Irredeemable Preference Shares of RM1.00 each (“IPS”) (“Rights IPS”) together with up to 152,176,876 free detachable Odinary Shares of RM1.00 each (“Ordinary Shares”) (“Bonus Shares”) and up to 152,176,876 free detachable Warrants (“Warrants”) on the basis of one (1) Rights IPS with one (1) free detachable Bonus Share and one (1) free detachable Warrant for every one (1) existing Ordinary Share held in the Company at an entitlement date to be determined later (“Proposed Rights Issue of IPS”);

(b) Proposed increase in the authorised share capital of the Company from RM500,000,000 comprising 500,000,000 Ordinary Shares to RM1,000,000,000 comprising 500,000,0000 Ordinary Shares and 500,000,000 IPS (“Proposed Increase in Authorised Share Capital); 

(c) Proposed amendments to the Memorandum and Articles of Association of the Company pursuant to the Proposed Rights Issue of IPS and Proposed Increase in Authorised Share Capital, and that


AmMerchant Bank has been appointed as the Adviser for the above Proposals.
The funds to be raised under the Proposals will be utilised to repay borrowings, for additional working capital and to finance the Group investment activities.

The Proposals are subject to the approvals from the relevant authorities and shareholders of the Company at an Extraordinary General Meeting to be convened later.

18.
Group Borrowings




The Group borrowings as at 30 September 2004 include short-term borrowings amounting to RM 31.0 million and long-term borrowings amounting to RM90.0 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 23 November 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 23 November 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 taxation of RM5.8 million, as compared to a loss before taxation of RM19.2 million in the preceding quarter. The increase in profit was mainly due to improvement in claims incurred and lower amount of provision made for diminution in value of quoted investments compared to the preceding quarter as a result of stabilisation of KLCI during the current financial quarter by the General Insurance Division of the local insurance subsidiary company. 

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 nine (9) months ended 30 September 2004, the Group achieved a turnover of RM1,336.7 million compared to previous year’s corresponding period of RM1,334.7million. 

For the current financial period under review, the Group registered a loss before taxation of RM9.6 million compared to a profit before taxation of RM7.7 million in previous year’s corresponding period. The decrease in profit was mainly due to additional provision made for diminution in value of quoted investments by the General Insurance Division of the local insurance subsidiary company compared to the write back of provision for diminution in value of quoted investments in preceding year’s corresponding period.

The General Insurance Division registered a decrease of 15.5% in terms of total gross premium to RM288.0 million (2003: RM340.8 million) for the current financial period under review. The decrease in gross premium was mainly due to lower motor business underwritten as a result of control and consolidation strategies undertaken to mitigate risk of escalating claims that was experienced by the industry caused by raising theft rates
The Life Insurance Division’s gross premium income increased by 4.8% from RM777.1 million in 2003 to RM814.3 million. The Malaysian local Life Insurance Division recorded a decrease of 1.2% in total new business premium for the 9 months ended 30 September 2004 compared to previous year’s corresponding period.

For the current financial period under review, the Life Insurance Division recorded a surplus of RM66.4 million (2003: RM130.2 million). The lower surplus was due mainly to write back of provision for diminution in value of quoted investments in previous year’s corresponding period compared to provision made for diminution in value of quoted investments during the current financial period. 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 RM591.0 million (2003: RM471.4 million) as at 30 September 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 and period.

26. Earnings Per Share


3 months ended
9 months ended


30.09.2004
30.09.2003


30.09.2004
30.09.2003

Basic earnings per share





Net profit/(loss) for the period    (RM’000)
1,786
5,636
(10,459)
6,816

Weighted average number of ordinary 

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

Basic earnings/(loss) per share       (sen)          
1.17
3.70
(6.87)
4.48







By Order of the Board




Lily Yin Kam May

Yeo Took Keat

Company Secretaries




KUALA LUMPUR




DATE: 30 November 2004
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