NOTES

1. Accounting policies

The accounting policies and method of computation in the quarterly financial statements were similar to those adopted in the annual financial statements for the year ended 31 December 2000 and comply with the approved accounting standards issued by the Malaysian Accounting Standards Board.

2. Exceptional items

The exceptional item for the financial year-to-date was the gain on disposal of the banking business (including the 100% equity interests in P.B. Holdings Sdn. Bhd., Pacific Nominees (Tempatan) Sdn. Bhd. and Pacific Nominees (Asing) Sdn. Bhd.) amounting to RM502,524,000.  There was no exceptional item for the current quarter.

3.
Extraordinary items
There was no extraordinary item for the current quarter and financial year-to-date.

4. Taxation
The tax charge comprised the following:-

RM’000

Tax charge for financial year-to-date
11,210

Share of tax in an associated company
20


----------


11,230


======

The disproportionate tax charge for the financial year-to-date was principally due to the capital gain arising from the disposal of the banking business being exempted from tax.

5.
Profit/(losses) on sale of unquoted investments and/or properties
Other than those disclosed in Note 2, there was no sale of unquoted investments and/or properties for the current quarter and financial year-to-date.

6.
Particulars of purchase or disposal of quoted securities of companies other than those exempted by the Exchange

Other than those sale and purchase transactions carried out by an insurance subsidiary in its ordinary course of business, there was no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

7. The effect of changes in the composition of the Group for current quarter and financial year-to-date, including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations

(i)
The Company completed the disposal of its banking business by vesting over the assets and liabilities of the banking business to Malayan Banking Berhad on 1 January 2001.  Subsequent to this, the Company surrendered its banking licence to Bank Negara Malaysia on 4 January 2001 and changed its name to PacificMas Berhad with effect from 5 January 2001.

(ii)
The Company announced that on 23 May 2001, it had entered into a conditional agreement with Bayangan Fikiran Sdn. Bhd. for the proposed acquisition of 25% equity interest comprising 1,250,000 ordinary shares of RM1.00 each in the share capital of Pacific Mutual Fund Bhd. for a total cash consideration of RM5,937,500. 

(iii) The Company announced on 29 June 2001 that the Company and the shareholders of Konsortium Insurans Berhad (“KIB”) had concluded negotiations on the terms of the proposed acquisition by PacificMas Berhad of the entire issued and paid-up share capital of KIB, and both parties have agreed to enter into a shares sale agreement (“SSA”).  The Company had on 7 August 2001 obtained the approval of Bank Negara Malaysia (“BNM”) relating to the SSA as follows:-

(a) proposed acquisition by the Company of the entire issued and paid-up share capital of KIB, comprising 45,400,000 ordinary shares of RM1.00 each and 4,600,000 preference shares of RM1.00 each, from PNSL Berhad, Achico Sdn. Bhd. and Tan Sri Dato’ Wong Tok Chai (collectively the “vendors”) for a proposed cash consideration of RM83.5 million.  The cash consideration of RM83.5 million (equivalent to an effective price-to-book valuation of 1.36 times) was arrived at based on a “willing buyer-willing seller” basis.

(b) subsequent proposed merger of the general insurance business of KIB with that of The Pacific Insurance Berhad (“PIB”), a wholly-owned subsidiary of the Company, via the transfer of the entire general insurance business of KIB to PIB or any other entity nominated by the Company, or in such other manner as the Company may determine. 

The Company had on 15 August 2001 entered into the SSA with the vendors and the SSA provides for the Company to undertake a due diligence verification on the financial and other affairs of KIB.  Subject to the results of the due diligence exercise, the Company shall be entitled to either adjust the proposed cash consideration downwards accordingly or to terminate the SSA.

8(a)
Status of corporate proposals

(i)
Proposed Bonus Issue and Proposed Return of Capital

The Company announced on 14 February 2001 that subject to the approval of its shareholders, the relevant authorities and the High Court of Malaya (where applicable), the Company planned to return part of the proceeds from the disposal of its banking business as follows:-

(a) to distribute a tax exempt dividend of 7 sen per share for the financial year ended 31 December 2000 and a special gross dividend of 50 sen per share less 28% tax.

(b) to capitalise the Share Premium Account and Retained Profits Account by way of issuance of bonus shares in the proportion of 1 new ordinary share for every existing 1 share held, thereby increasing the paid-up capital from RM341,987,000 to RM683,974,000 (“Bonus Issue”).  On completion of the Bonus Issue and after the listing of the bonus shares, the Company proposed to return to shareholders 75 sen for each ordinary share of RM1.00 each resulting in the 683,974,000 ordinary shares of RM1.00 each being converted to 683,974,000 shares of 25 sen each (“Return of Capital”).  Subsequent to the Return of Capital, the paid-up capital 683,974,000 ordinary shares of 25 sen each would be consolidated into 170,993,500 ordinary shares of RM1.00 each on the basis of 4 ordinary shares of 25 sen each into 1 ordinary share of RM1.00 each credited as having been fully paid-up, thereby resulting in the issued and paid-up capital of the Company of RM170,993,500.

The above proposals were approved by the shareholders at the general meetings held on 14 May 2001 and the Securities Commission (“SC”) on 22 May 2001 and subsequently confirmed by the High Court of Malaya on 22 August 2001.


The tax exempt dividend of 7 sen per share and the special gross dividend of 50 sen per share less 28% tax as mentioned in Note 8(a)(i)(a) above were paid on 25 June 2001.  The bonus shares as mentioned in Note 8(a)(i)(b) above were allotted on 16 July 2001 and subsequently listed on the Kuala Lumpur Stock Exchange on 20 July 2001.  Following the bonus issue, the issued and paid-up share capital of the Company were increased to RM683,974,000.


The Return of Capital to shareholders as mentioned in Note 8(a)(i)(b) above amounting to RM512,980,500 was paid on 18 October 2001 and subsequent thereto, the paid-up capital of 683,974,000 ordinary shares of 25 sen each were consolidated into 170,993,500 ordinary shares of RM1.00 each on the basis of 4 ordinary shares of 25 sen each into 1 ordinary share of RM1.00 each credited as having been fully paid-up, thereby resulting in the issued and paid-up capital of the Company of RM170,993,500 as at the date of issue of this quarterly report.  The shares were suspended from trading on 28 September  2001 and subsequently re-listed again on the Kuala Lumpur Stock Exchange on 23 October 2001.

The pro forma net tangible assets per share would be approximately RM4.88, based on the unaudited accounts as at 30 September 2001, after adjusting for the return of capital of RM512,980,500 and reduction of paid-up capital to RM170,993,500.

(ii)
Proposed acquisition of the remaining 25% equity interest of Pacific Mutual Fund Berhad (“PMF”) (“Proposed PMF Acquisition”);
Proposed acquisition of the entire issued and paid-up capital of Konsortium Insurans Berhad (“KIB”) (“Proposed KIB Acquisition”); and 

Proposed transfer of the entire general insurance business of KIB to PIB (“Proposed Transfer”)

                                                                

(a) The Company had on 16 August 2001 announced that it had on 14 August 2001 received the approval of the Securities Commission (“SC”) (Trust & Investment Management Department (“SCTIM”) for the Proposed PMF Acquisition.

(b) The Company had on 17 September 2001 announced that it had received a letter dated 14 September 2001 from BNM informing the Company that it had no objection to the following:-

(i) scheme of transfer (“SOT”) of the general insurance business of KIB to PIB under Section 128(1) of the Insurance Act, 1996 (“Act”);

(ii) publication by KIB of its intention to apply to the High Court of Malaya (“Court”) for confirmation of the SOT in the newspaper under Section 131(1) of the Act; and

(iii) an exemption to KIB from having to send a copy of the notice relating to the Proposed Transfer together with a summary of the SOT to each of its policy holders under Section 131(2) of the Act.

(c) Further to the above announcements, the Company has received from the SC a letter dated 2 October 2001 wherein the SC took note of the proposed utilisation of RM90,062,500 of the total proceeds for the core business of PacificMas, as follows:- 


RM

To settle cash consideration for:-

· Proposed PMF Acquisition 
  5,937,500

· Proposed KIB Acquisition
83,500,000

Estimated expenses
     625,000

90,062,500

The Company has received confirmation from the SC that, in taking note of the Proposed Utilisation, the SC has no objection to the same.


(d) The Company has also received from Foreign Investment Committee (FIC) a letter dated 25 October 2001 wherein the FIC indicated that it has no objection to the Proposed PMF Acquisition and Proposed KIB Acquisition.  

Subsequent thereto, the Company completed the Proposed PMF Acquisition on 29 October 2001 upon the payment of the total cash consideration of RM5,937,500 to Bayangan Fifkiran Sdn Bhd.

(e) The Proposed Transfer, where PacificMas is concerned, is now pending the confirmation of the High Court of Malaya pursuant to Sections 128(1) and 133 of the Insurance Act, 1996.

8(b)
Status of utilisation of proceeds
Pursuant to SC’s disclosure requirements in accordance with its abovementioned approval dated 22 May 2001 and 2 October 2001, the status of utilisation of the proceeds from the disposal of the banking business of the following items as at 30 October 2001 is as follows:-


 Amount
Amount


Approved 
 Utilised

 
   RM’000
RM’000


(i)
Equity cash injection into two wholly-owned subsidiaries,

· The Pacific Insurance Berhad 
35,000.0
35,000.0

· Pac Lease Sdn. Bhd.
30,000.0   
6,000.0

(ii)
Proposed KIB acquisition
 83,500.0
8,000.0

(iii)
Proposed PMF acquisition
   5,937.5
5,937.5

(iv)General working capital
4,754.0      2,056.0

 (v) Expenses for the undertaking of 

-  Bonus Issue and Return of Capital
700.0
664.0

                  -  Proposed PMF and KIB acquisitions 
625.0
394.0




   -------------   ------------


                                                                      
                     160,516.5
 58,051.5


                                                                                            =======
 =======

9. Capital issue

Save for the bonus issue, return of capital and consolidation of shares as mentioned in Note 8(a)(i) above, there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares as at the date of issue of the quarterly report.

10.
Group borrowings and debt securities

The Group borrowings and debt securities as at 30 September 2001 were :-

RM’000

(a)
Bank overdraft
704


Revolving credit
81,000



------------



81,704




=======


The above borrowings were secured by a deed of assignment of hire purchase and lease receivables of a subsidiary.

(b)
The Group did not have any long-term borrowing.  All borrowings are short-term in nature.

(c) The Group did not have any foreign currency borrowings / debts.

11.
Contingent liabilities


Commitments and contingencies arising from the normal course of the banking business of the Company as at 31 December 2000 had been vested over to Malayan Banking Berhad with effect from 1 January 2001 pursuant to the disposal of the banking business as mentioned in Note 7 above.  Contingent liabilities arising from the normal course of business of the insurance subsidiary as at 30 September 2001 amounted to RM5,751,000 (31 December 2000 : RM5,200,000).

12. Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 30 September 2001 and as at the date of issue of the quarterly report.

13. Material litigation

There was no pending material litigation since 31 December 2000 that will have a material effect on the Group’s financial position and the results of operations, except for the following potential arbitration proceedings:-

The Pacific Insurance Berhad (“PIB”) is currently involved in a dispute with an insurance company based in Singapore (“Re Co”) with whom it had entered into a treaty agreement.

In August 1999, Re Co alleged dissatisfaction with the manner in which PIB conducted the latter’s business and purported to terminate the treaty.  Under the advice of its lawyers, PIB rejected the purported termination and treated the treaty as still in force.  When Re Co refused to make payment of PIB’s statements, PIB then terminated the treaty on the basis of repudiatory breach.  In this respect, PIB assessed its gross claim against Re Co to be about RM4.0 million, although it is expected that Re Co would make a counterclaim for approximately RM1.7 million being monies purportedly owed by PIB.

Preparations are now under way for arbitration to be conducted in Singapore.  PIB’s solicitors have expressed the view that PIB stand a better than even chance of success in the intended arbitration.

14. Segmental reporting

The segment revenue, segment result and segment assets employed for business segments for the current financial year-to-date are as follows:-

	
	REVENUE

RM’000
	PROFIT BEFORE

TAXATION
RM’000
	ASSETS

EMPLOYED

RM’000

	
	
	
	

	Investment holding

Insurance operation

Trust fund management

Leasing

Property investment
	29,301

18,088

11,648

8,223

3,642
	533,670

4,897

1,478

4,088

1,842
	1,356,692

189,585

18,412

117,288

119,517

	
	70,902
	545,975
	1,801,494

	Consolidation adjustments
	(1,138)
	(5,271)
	(237,132)

	
	69,764
	540,704
	1,564,362

	Associated company
	-
	72
	93

	
	69,764
	540,776
	1,564,455


All activities of the Group’s operations are carried out in Malaysia.

15. Material changes in the quarter results compared to the results of the immediate preceding quarter

The Group recorded profit before taxation of RM15 million for the current quarter compared to RM13 million in the immediate preceding quarter.  The increase in profit was mainly contributed by the increase in underwriting surplus of RM2.5 million from the insurance subsidiary.

16. Review of performance

The Group profit before taxation and exceptional item for the current quarter and financial year-to-date decreased by 57% and 67% respectively as compared to the previous year’s corresponding quarter and financial year-to-date.  This was due mainly to cessation of contribution from the banking business for the current quarter and financial year-to-date as a result of the disposal of the banking business which was completed on 1 January 2001.

17.
Subsequent events

Save for the return of capital and consolidation of shares, proposed PMF and KIB acquisitions and proposed transfer of KIB business to that of PIB as mentioned in Note 8, there were no material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period, made up to the date of issue of this quarterly report.

18.
Seasonal or cyclical factors

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.

19.
Current year prospects

The disposal of the banking business which was completed on 1 January 2001 had enabled the Company to realise substantial cash, part of which the Directors had proposed to utilise for the expansion of its existing businesses in particular the insurance business as the new core business of the Group and future investments in new business opportunities.  Barring any unforeseen circumstances, the Group will continue to achieve satisfactory results for the remaining period of the current financial year in relation to the remaining businesses.

20.
Variances from profit forecast and profit guarantee
Not applicable to the Company.

21. Dividend
The special gross dividend of 50 sen per share (based on the Company’s then issued and paid-up share capital of 341,987,000 shares) in relation to current financial year ending 31 December 2001 was paid on 25 June 2001.

There was no special or interim dividend recommended for the previous corresponding quarter and previous financial year-to-date.

BY ORDER OF THE BOARD

PHUAH LAY CHIN (MIA 5579)
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