PACIFICMAS BERHAD

NOTES

1. Accounting policies

The quarterly financial statements were prepared using the same basis of accounting policies and methods of computation as those in the annual financial statements for the year ended 31 December 2001 and they comply with the approved accounting standards issued by the Malaysian Accounting Standards Board (“MASB”).  The comparative revenue figures in the consolidated income statement have been restated accordingly to comply with MASB 17 – Accounting for General Insurance Business which defines operating revenue of an insurance company to be gross premium from policies written by the general insurer and revenue from investments in financial and property assets.

2. Exceptional items

There was no exceptional item for the current quarter and financial year-to-date.

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
3,855

Share of tax in an associated company
13


---------


3,868


=====

The effective tax rate of the Group for the current quarter and financial year-to-date was higher than the statutory tax rate of 28% due to certain expenditures which are not tax deductible.   

5.
Profit/(losses) on sale of unquoted investments and/or properties
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 the 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

Following the acquisition of Konsortium Insurans Berhad (now known as PacificMas Fidelity Sdn. Bhd.) (“KIB”), the general insurance business of KIB was merged with that of The Pacific Insurance Berhad (“PIB”) by vesting over the assets and liabilities of the general insurance business of KIB to PIB on 1 January 2002.  Subsequent to this, KIB surrendered its insurance licence to Bank Negara Malaysia on 14 January 2002 and the company ceased underwriting of all classes of general insurance business and became an investment holding company. KIB changed its status from a public limited company to a private limited company on 16 January 2002 and subsequently changed its name to Konsortium Insurans Sdn. Bhd. (“KISB”). On 22 January 2002, KISB changed its name to PacificMas Fidelity Sdn. Bhd.

The  Company announced that the Securities Commission (“SC”) had on 9 January 2002 approved the proposed disposal by the Company of 15% equity interest comprising 750,000 ordinary shares of RM1 each in the issued and paid-up share capital of Pacific Mutual Fund Bhd (“PMF”) at RM4.75 per share for a total consideration of RM3,562,500 to Koperasi Angkatan Tentera Malaysia Berhad (“Proposed Disposal”).  The Proposed Disposal was required to be implemented within 6 months, failing which, the said SC’s approval would be deemed to have expired.  The Proposed Disposal was for PMF to comply with the minimum 30% Bumiputera equity condition required by SC.

8(a)
Status of corporate proposals

Disposal of 15% equity interest of Pacific Mutual Fund Berhad  (“PMF”)  to   Koperasi  Angkatan  Tentera  Malaysia   Berhad 
(“KATM”) (“Disposal”)  _____
                                                          

Subsequent to SC’s approval as mentioned in Note 7, the Company had on 9 April 2002 announced that it had completed the Disposal pursuant to a Sale and Purchase Agreement entered into by PacificMas and KATM on the same date.  Following the disposal, Pacific Mutual Fund Bhd complied with the minimum 30% Bumiputera equity condition as stipulated by the SC and PacificMas now owns 85% of the equity interest in the share capital of PMF.

8(b)
Status of utilisation of proceeds
Pursuant to SC’s disclosure requirements in accordance with its approval dated 22 May 2001 and 2 October 2001 on the proposed utilisation of the sale proceeds from the disposal of the banking business (‘Disposal Proceeds”), the status of utilisation of the Disposal Proceeds of the following items as at 31 March 2002 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    30,000.0

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

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

(iv)
General working capital
4,754.0      3,604.4

(v)
Expenses for the undertaking of 

-  Bonus Issue and Return of Capital
700.0
700.0

                  -  Proposed PMF and KIB acquisitions 
625.0
567.2




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


                                                                      
                    160,516.5
  159,309.1


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

On 14 December 2001, the Company announced that its Board of Directors has on the same day resolved to extend the deadline of utilisation of part of the Disposal Proceeds for general working capital purpose (Note 8(b) (iv)) from 31 December 2001 to 31 December 2002.

9. Capital issue

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 31 March 2002 were :-

RM’000

(a)
Bank overdraft
434


Revolving credit
86,500



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



86,934




=======


RM81.434 million of 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

As at the date of issue of this quarterly report, there were no contingent liabilities other than those arising from insurance policies written by the general insurance subsidiary during its normal course of business.

12. Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 31 March 2002 and as at the date of issue of the quarterly report.

13. Material litigation

There was no pending material litigation since 31 December 2001 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
	ASSET EMPLOYED

RM’000

	Investment holding

Insurance operations

Trust fund management

Leasing

Property investment
	4,140

20,704

5,661

2,966

1,627
	3,213

5,537

1,498

1,763

1,112
	910,115

242,925

23,528

147,198

122,159

	Consolidation adjustments
	35,098

(318)
	13,123

-
	1,445,925

(356,352)

	Associated company
	34,780

-
	13,123

46
	1,089,573

341

	
	34,780
	13,169
	1,089,914


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’s profit before taxation and exceptional item for the first quarter amounted to RM13.17 million which was 6% or RM0.77 million higher than the pre-tax profit recorded in the immediate preceding quarter.  The higher profit before taxation and exceptional item was mainly due to increase in investment income of the insurance subsidiary and the additional interest income contributed by PacificMas Fidelity Sdn. Bhd. (formerly known as Konsortium Insurans Sdn. Bhd.), a wholly-owned investment holding subsidiary, effective 1 January 2002.  

16. Review of performance

The Group’s profit before taxation and exceptional item for the current quarter increased by 32% as compared with the previous year’s corresponding quarter. 

The significant improvement was mainly due to the write-back in provision for diminution in value of investments by the insurance subsidiary as a result of improved stock market performance.

17.
Subsequent events

Subsequent to the SC’s approval as mentioned in Note 8(a) above, the Company disposed of 15% equity interest comprising 750,000 ordinary shares of RM1 each in the issued and paid-up share capital of Pacific Mutual Fund Bhd. (“PMF”) on 9 April 2002 for a total consideration of RM3,562,500 to Koperasi Angkatan Tentera Malaysia Berhad (“KATM”) pursuant to a Sale and Purchase Agreement entered into by the Company and KATM on the same date (“the Disposal”).  

Following the Disposal, Pacific Mutual Fund Bhd. complied with the 30% Bumiputera equity condition imposed by the SC and PacificMas now owned 85% of the equity interest in the issued and paid-up share capital of PMF. 

18.
Seasonal or cyclical factors

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

19.
Prospects

The outlook for the Malaysian economy and the stock market for the rest of 2002 has improved considerably, supported by continuing domestic spending, export growth and favourable external developments.

The improved economic condition and stock market sentiment will be beneficial to the Group’s operations.

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

21. Dividend
The Company, at its forthcoming Annual General Meeting will be recommending to its shareholders for approval, a final gross dividend of 10 sen per share on 170,993,500 ordinary shares of RM1 each less 28% taxation amounting to RM12,311,532 in respect of the financial year ended 31 December 2001. The proposed final dividend will be paid on a date to be announced later.

BY ORDER OF THE BOARD

PHUAH LAY CHIN (MIA 5579)

Company Secretary

23 May 2002
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