MAA HOLDINGS BERHAD



NOTES TO THE REPORT FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2006

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 2005.

Certain comparative figures in the preceding year’s corresponding period have been restated as required with the adoption of the Financial Reporting Standards to conform with the current year’s accounting treatments.


3 months ended 31 March 2005




As previously reported

RM’000
Effects of changes in accounting policies

RM’000
As restated

RM’000

CONDENSED CONSOLIDATED INCOME STATEMENT




Shareholders’ Fund




Other operating income – net
9,244
(433)
8,811

Management expenses
(10,306)
(2,878)
(13,184)

Share of loss of associated companies
(1,270)
(24)
(1,294)

Taxation




- Company and subsidiary companies
2,331
52
2,383

- Associated companies
(24)
24
-






CONDENSED GENERAL FUND REVENUE ACCOUNT




Other operating income / (expenses) – net
(11,962)
583
(11,379)






CONDENSED LIFE FUND REVENUE ACCOUNT




Other operating income – net
66,426
(1,930)
64,496

Life policyholders’ fund at beginning of financial year
4,447,086
61,617
4,508,703

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 three main business segments: -

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

· General insurance – underwriting all classes of general insurance business

· Unit trust fund management – management of unit trust funds

Other operations of the Group mainly comprise investment holding, hire purchase, leasing and other credit activities, property management and investment advising, security and consultancy services, none of which are of a significant size to be reported separately.

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



Life insurance







Investment-linked fund
Non-investment-linked fund
General insurance fund
Unit trust fund management
Shareholdres’ fund and other operations
Eliminations
Group


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

3 months ended 31.03.2006








Operating Revenue








External revenue
37,400
270,835
107,523
171,762
14,200
-
601,720

Intersegment sales
-
669
-
-
4,040
(4,709)
-

Total operating revenue
37,400
271,504
107,523
171,762
18,240
(4,709)
601,720










Segment results
9,482
3,385
5,016
271
5,689
(392)
23,451

Transfer to Life reserve
(9,482)
(3,385)
-
-
-
-
(12,867)

Profit from operations
-
-
5,016
271
5,689
(392)
10,584










3 months ended 31.03.2005








Operating Revenue








External revenue
22,995
362,048
111,429
147,661
8,912
-
653,045

Intersegment sales
-
604
30
-
3,744
(4,378)
-

Total operating revenue
22,995
362,652
111,459
147,661
12,656
(4,378)
653,045










Segment results
(6,717)
(20,878)
(15,791)
(9)
(3,065)
1,786
(44,674)

Transfer to Life reserve
6,717
20,878
-
-
-
-
27,595

Loss from operations
-
-
(15,791)
(9)
(3,065)
1,786
(17,079)










9. Carrying Amount of Revalued Assets

Investment properties of the Group have been carried at revalued amount at the financial year ended 31 December 2005. These revalued amounts have been carried forward to the current financial quarter.

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 were no changes in the composition of the Group during the current financial quarter.

12.
Contingencies
(a)
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 31.03.2006

As at 31.12.2005


RM’000

RM’000

Performance bonds and guarantees
34,086

117,164

(b)  During the previous financial year, two clients of Meridian Asset Management Sdn Bhd (“MAMS”) had suffered a RM27.6 million loss of investment moneys arising from the negligence of Am Trustee Berhad (“AmTrustee”) in the provision of custodian services.  MAMS has instituted legal proceedings on behalf of the clients against AmTrustee and other parties to recover the losses. 

The directors of MAMS, supported by legal advice, are of the opinion that MAMS has a strong case against AmTrustee in the legal actions mentioned above. However, for prudence purposes, a provision amounting of RM19.6 million has been made in the financial statements for the year ended 31 December 2005. 

13. Capital Commitments

Capital commitments not provided for in the interim financial report as at 31 March 2006 is as follows: 



RM’000

Approved and contracted for 

193,215






  Analysed as follows: -

- property, plant and equipment

6,444

- investment properties

186,771

14.
Taxation






3 months ended
3 months ended


31.03.2006
31.03.2005


31.03.2006
31.03.2005


RM’000
RM’000
RM’000
RM’000

Current tax
1,749
773
1,749
773

Deferred tax
(1,284)
(3,156)
(1,284)
(3,156)


465
(2,383)
465
(2,383)







For the current financial year under review, the effective tax rate is lower than the statutory tax rate due mainly to other operating income in offshore subsidiaries which is capital in nature and not subject to income tax.

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

The loss from sale of unquoted investments and investment properties by the insurance subsidiaries for the current financial quarter amounted to RM1.51 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)
The Company announced on 29 September 2004 the corporate proposal on 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 Ordinary Shares of RM1each (“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 (“Rights Issue of IPS”). The Rights Issue of IPS was approved by the shareholders of the Company at the Extraordinary General Meeting held on 22 February 2005.

Given the uncertain sentiments in the Malaysian equity market prevailing then, the Company with the approval of the Securities Commission (“SC”) had extend the completion of the proposed Rights Issue of IPS twice, firstly from 3 June 2005 to 31 December 2005 and subsequently  from 1 January 2006 to 30 June 2006.


On 3 May 2006, the Company announced that after taking into consideration the current market sentiments and the market performance of the ordinary shares of the Company, it has decided to abort the proposed Rights Issue of IPS.

Notwithstanding the abortion of the proposed Rights Issue of IPS, the Board of Directors of the Company (“Board”) on 3 May 2006 announced that the Company will proceed with the Proposed Bonus Issue of up to 152.18 million new ordinary shares of RM1 each in MAA Holdings Berhad (“MAAH”) as fully paid on the basis of one (1) Bonus Share for every one (1) existing MAAH share (“MAAH Shares”) held to the registered shareholders of the Company at the close of business on an entitlement date to be determined and announced later.

The Proposed Bonus Issue will be issued via capitalization of up to RM152.18 million from the following:

(i) up to RM11.74 million from share premium account of the Company; and

(ii) up to  RM140.44 million from retained earnings of the Company.

The Proposed Bonus Issue is subject to the approvals being obtained from the followings:

(i)   Shareholders of MAAH at a General Meeting to be convened;

(ii) Bursa Malaysia Securities Berhad for the listing of and quotation for the new Bonus Shares on Bursa Malaysia Securities Berhad;

(iii)   Any other relevant authorities, if required.


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 24 May 2006 (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 March 2006 include short-term borrowings amounting to RM92.6 million and long-term borrowings amounting to RM60.0 million.  Both the short term and long term borrowings are unsecured. A breakdown of the borrowings into each denominating currency is as follows: 

Currency
Amount (million)

Ringgit Malaysia
114.5

US Dollar
9.8

19.
Off Balance Sheet Financial Instruments




There were no financial instruments with off-balance sheet risk as at 24 May 2006 (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 24 May 2006 (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 RM7.4 million, as compared to a profit before taxation of RM67.4 million in the preceding quarter. The profit in the preceding quarter was mainly due to surplus transferred from the Life Insurance Fund to the Shareholders’ Fund at the financial year end and higher other operating income of non-insurance subsidiaries. 


For the current financial quarter under review, consistent with the prior years’ practice, 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 2006, the total operating revenue of the Group decreased by 8% to RM601.7 million (2005: RM653.0 million). The General Insurance Division registered a decrease of 4% in terms of total gross premium to RM103.9 million (2005: RM108.6 million) caused by a reduction of premiums for fire, engineering and contractor’s all risk business. For fire business, premiums were affected by heavy rate cutting in the industry, whereas for engineering and contractor’s all risk business, premiums were affected by the current lack of new construction contracts and infrastructure projects. The Life Insurance Division’s gross premium income decreased by 23% from RM331.2 million in 2005 to RM255.2 million, due mainly to timing delays in the launching of sales of Single Premium Fixed Deposit Endowment plans by banks. 

The Group recorded a profit before taxation of RM7.4 million compared to a loss before taxation of RM20.7 million in previous year’s corresponding period. The improvement in current financial quarter was mainly due to write-back of provision for diminution in value of quoted equity investments as compared to provision made for diminution in value of quoted equity investments in 2005, improvements in claims ratio of general insurance business and higher other operating income by non-insurance subsidiaries. The General Insurance Division’s underwriting contribution increased by 50% to RM23.6 million (2005: RM15.7 million) due mainly to improvement in claims ratio to 62% from 68% in the previous year’s corresponding period.
For the current financial quarter under review, the Life Insurance Division recorded a net surplus before changes in policy reserve of RM118.3 million (2004: RM167.2 million). However, consistent with the prior years’ practice, 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 recorded with a cumulative carried forward of RM531.3 million as at 31 March 2006.

23.
Prospects



The Group expects its business to perform in tandem with the insurance industry and the Malaysian economy. Baring any unforeseen circumstances, the Directors expect the Group’s performance to remained 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


31.03.2006
31.03.2005


31.03.2006
31.03.2005

Attributable to the Equity Holders of the Company:

Basic earnings per share





Net profit / (loss) for the period  (RM’000)
6,750
(18,126)
6,750
(18,126)

Weighted average number of ordinary 

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

Basic earnings / (loss) per share     (sen)          
4.44
(11.91)
4.44
(11.91)







By Order of the Board




Lily Yin Kam May

Yeo Took Keat

Company Secretaries
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