PACIFICMAS BERHAD

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE 

FOURTH QUARTER ENDED 31 DECEMBER 2002


A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

A1
Accounting policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”). The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2001.

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. 

Following Bank Negara Malaysia’s issuance of Revised JPI/GPI 15 on Model Insurance Company Accounts on 24 April 2002, the comparative figures for “Other Operating Income/Expenses (Net)” in the condensed consolidated income statement have also been restated to include “Accretion of discounts net of amortisation of premiums for investment securities” in the “Revenue” of the Group. Accretion of discounts net of amortisation of premiums was previously included under “Other Operating Income” in the annual audited consolidated income statement for the year ended 31 December 2001.

The previous year’s consolidated cash flow statement presented in this quarterly report for comparative purpose has been restated to conform with current year’s presentation.

A2
Qualification of financial statements

There was no audit qualification in the annual audit report of the Company’s previous annual financial statements for the year ended 31 December 2001.

A3
Seasonal or cyclical factors 

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

A4
Items of unusual nature and amount
There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence.

A5
Changes in estimates of amounts reported in prior interim periods of the current and prior financial years
There were no significant changes in estimates of amounts reported in prior interim periods of the current or previous financial years that have a material effect in the current interim period.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities 
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.

A7
Dividends paid

A final gross dividend of 10 sen per share on 170,993,500 paid-up ordinary shares of RM1 each less 28% taxation amounting to RM12,311,532 in respect of the financial year ended 31 December 2001 was paid on 31 July 2002.

A8
Segment revenue and results
The segment revenue and segment results for business segments for the current financial year-to-date are as follows:-

	
	  SEGMENT

REVENUE

RM’000
	PROFIT BEFORE TAXATION

RM’000

	Investment holding and management

  services

General insurance

Unit trust management and asset management

Leasing and hire-purchase

Property investment and management
	32,723

80,080

31,190

12,816

7,350
	30,450

10,542

7,274

6,981

4,509

	Consolidation adjustments
	164,159

(17,760)
	59,756

(15,932)

	
	146,399
	43,824


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

A9
Valuation of property and equipment

The values of property and equipment have been brought forward without amendment from the previous annual financial statements except for the  impact on net book values of the property and equipment where depreciation and write-off on assets have been provided for in the current quarter and current financial year.  Any additions to the property and equipment are stated at cost less accumulated depreciation for the current quarter and current financial year.


A10
Subsequent events

  (1)
Investment in Spring Hill Bioventures Sdn Bhd

On 24 January 2003, PacificMas Fidelity Sdn. Bhd. (“PFSB”), a wholly-owned subsidiary of PacificMas Berhad, entered into a Shareholders’ Agreement with Spring Hill Bioventures Sdn Bhd, Khazanah Nasional Berhad, Great Eastern Life Assurance (Malaysia) Berhad and Vertex Avenue Sdn Bhd for the purpose of investing in Spring Hill Bioventures Sdn Bhd (“Spring Hill Bioventures”).

Spring Hill Bioventures was formed for the purpose of raising biotechnology venture fund of US$30 million (equivalent to RM114 million) for investment in life-sciences and biotechnology companies.

PFSB proposed to subscribe to the following shares in the share capital of   Spring Hill Bioventures:


Ordinary Shares 

5 ordinary shares of RM1.00 each at a total cash consideration of RM5.00.

Class B Redeemable Unconvertible Preference Shares (“Class B Preference Shares”)  

19,000,000 Class B Preference Shares of RM0.01 each issued at a premium of RM0.99 for a total consideration of RM19,000,000.00 (equivalent to US$5 million).

Hereinafter collectively referred to as “Proposed Subscription of Shares”

The Proposed Subscription of Shares by PFSB will represent 16.67% of the total share capital comprising ordinary share capital and preference share capital (Class A and Class B preference shares) of Spring Hill Bioventures.

On 14 February 2003, PFSB paid a total of RM7,600,005.00 to subscribe to 5 ordinary shares of RM1.00 each and 7,600,000 Class B Preference Shares of RM0.01 each issued at a premium of RM0.99 each, in the share capital of  Spring Hill Bioventures. 


(2)  Proposed Restructuring of Equity and Insurance Business Operations
On 21 February 2003, PacificMas Berhad (“the Company” or “PacificMas”) announced that it has received Bank Negara Malaysia’s approval for the Company to:-

(i)
begin negotiations with Koperasi Angkatan Tentera Malaysia Berhad (“KAT”) for the purpose of merging the insurance business of The Pacific Insurance Berhad (“PIB”), a wholly-owned subsidiary of PacificMas, and Malaysia & Nippon Insurans Berhad (“MNIB”);

(ii)
begin negotiations with GEL Capital (Malaysia) Berhad (“GCMB”) for the restructuring of the equity and insurance business operations as follows:-

    (a)
the transfer of the equity of Great Eastern Life Assurance (Malaysia) Berhad (“GELM”) and Overseas Assurance Corporation (Malaysia) Berhad (“OACM”), both wholly-owned by Great Eastern Holdings Limited (“GEH”) to PacificMas and subsequently with GEH holding 51% interest in PacificMas; and

    (b)
merger of the general insurance companies under GEH Group, PacificMas and KAT, namely OACM, PIB and MNIB.

A11
The effect of changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations

PacificMas Asset Management Sdn Bhd (“PAM”), a subsidiary of PacificMas, had on 6 September 2002 received a conditional approval from the Securities Commission (“SC”) for a fund manager’s licence subject to PAM fulfilling the following conditions:-

i)
That its paid-up share capital were increased to at least RM2,000,000 as proposed by PAM, i.e., PacificMas Berhad (90%) and Wiramaju Sdn Bhd (10%);

ii)
That an amount of RM150,000 was deposited with the SC pursuant to Section 23 of the Securities Industry Act 1983 and Securities Industry (Deposit) Regulations 1997;

iii)
That PAM enhanced on the policies and procedures in its operation manuals;

iv)
That there was no adverse report arising from the security vetting conducted on PAM, its directors and company secretaries; and

v)
That conditions (i) and (iii) were fulfilled within 2 months from 30 August 2002.

PacificMas had, on 1 October 2002 entered into a Shareholders’ Agreement with Wiramaju Sdn Bhd (“Wiramaju”) in relation to PAM.  The Company and Wiramaju had subscribed for 1,799,998 and 200,000 ordinary shares of RM1.00 each at a cash consideration of RM1.00 oer ordinary share respectively in PAM.  After the payment of the subscription consideration of RM1,799,998 on the day of the signing of the Shareholders’ Agreement on 1 October 2002, PacificMas owns 90 percent of the issued and paid-up capital of PAM.

On 14 October, the Company announced that PAM had fulfilled all the conditions imposed by the SC and that PAM had received the approval of the SC for a fund manager’s licence via its letter dated 10 October 2002.  

Subsequently to the increase in share capital, PAM commenced operations as an asset management company on 1 November 2002.
A12
Contingent liabilities and contingent assets
Please refer to Note B9 for a corporate guarantee of RM33.0 million provided by the Company in respect of banking facilities granted to Pac Lease Sdn Bhd, a wholly-owned subsidiary of PacificMas and Note B11 for contingent liabilities as a result of litigation cases against another wholly-owned subsidiary, PacificMas Fidelity Sdn Bhd.  

Other than the abovesaid contingent liabilities and those arising from insurance contracts underwritten by Pacific Insurance Berhad in the ordinary course of its business, there were no contingent liabilities and contingent assets that have arisen since the last annual balance sheet date. 

B.
ADDITIONAL INFORMATION AS REQUIRED BY KLSE LISTING 
REQUIREMENTS (PART A OF APPENDIX 9B)



                                         

B1
Review of performance
The Group’s profit before taxation (excluding the net gain of RM470.35 million on disposal of banking business in the previous financial year) decreased by RM1.698 million from RM12.399 million to RM10.701 million for the current quarter as compared with the previous year’s corresponding quarter. The decline in profit was due to:-

a) Lower interest income earned as a result of lower deposit placements with financial institutions after an amount of RM75.5 million was utilised to acquire Konsortium Insurans Berhad (now known as PacificMas Fidelity Sdn Bhd) (“KIB”) on 1 December 2001.  

b) Investment and other income of Pacific Insurance Berhad decreased by RM2.8 million.  


The Group’s profit before taxation (excluding the gain on disposal of banking business in the previous financial year) decreased by RM6.827 million to RM43.824 million for the current financial year as compared with the previous financial year mainly because of lower interest income  earned following the Return of Capital to shareholders amounting to RM513 million on 18 October 2001. 

B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
The Group’s profit before taxation for the fourth quarter amounted to RM10.701 million which was 24.68% or RM2.118 million higher than the pre-tax profit recorded in the immediate preceding quarter.  The higher profit was due to the improved performance of The Pacific Insurance Berhad in the current financial quarter.

B3
Prospects
The outlook of the Malaysian economy for 2003 is expected to remain favourable, supported by continuing domestic spending and implementation of the Government’s stimulus package. 

Barring any unforeseen circumstances, the Group will continue to achieve satisfactory results for the financial year 2003.

B4
Variances from profit forecast and profit guarantee

Not applicable to the Company as no profit forecast or profit guarantee was published.

B5
Taxation

	Income tax expense/(income)
	
	

	
	Current quarter
	Cumulative Year-to-date

	
	ended 31 December 2002
	31 December 2002

	
	RM'000
	RM'000

	 Major components of tax expense:-
	
	

	  Current year tax expense
	2,891 
	11,914 

	  Overprovision in respect of prior years
	(3,616)
	 (3,616)

	  Transfer to deferred taxation
	     97 
	        97 

	  Share of tax in an associated company
	    30 
	       40 

	
	  (598)
	   8,435 


The effective tax rate of the Group for the current quarter of 26.8% and for the financial year to date of 27.1% was lower than the 28% statutory tax rate because the gain on disposal of the Company’s 15% equity interest in Pacific Mutual Fund Bhd (refer to note B8(a)) was deemed as capital gain and therefore, not subject to tax.

B6
Profits/(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.

B7
Particulars of purchase or disposal of quoted securities
Other than those sale and purchase transactions carried out by the insurance subsidiary in its ordinary course of business, total purchase and disposal of quoted securities for the current quarter and financial year-to-date were as follows:-

(i)  Quoted Securities 

	
	
	
	
	Cumulative
	

	
	
	
	Financial
	current financial
	

	
	
	
	Quarter ended
	year-to-date
	

	
	
	
	31 December 2002
	31 December 2002
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase of quoted securities
	3,946
	5,438
	

	
	
	
	
	
	

	Disposal of quoted securities (cost)
	149
	149
	

	
	
	
	
	
	

	
	
	
	
	
	

	Investment in quoted securities as at 31 December 2002
	

	
	
	
	
	
	

	
	
	
	
	Carrying/
	Market 

	
	
	
	Cost
	book value
	Value

	
	
	
	(RM'000)
	(RM'000)
	(RM'000)

	
	
	
	
	
	

	Total quoted securities
	5,289 
	5,171
	5,171




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


(ii)  Unit Trusts

	
	
	
	Financial
	Cumulative

current financial
	

	
	
	
	Quarter ended
	year-to-date
	

	
	
	
	31 December 2002
	31 December 2002
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase of unit trusts
	500
	2,500
	

	
	
	
	
	
	

	Disposal of unit trusts (cost)
	0
	0
	

	
	
	
	
	
	

	
	
	
	
	
	

	Investment in unit trusts as at 31 December 2002
	

	
	
	
	
	
	

	
	
	
	
	Carrying/
	Market 

	
	
	
	Cost
	book value
	Value

	
	
	
	(RM'000)
	(RM'000)
	(RM'000)

	
	
	
	
	
	

	Total unit trusts
	2,500 
	2,273
	2,273




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

B8(a)
Status of corporate proposals
Disposal of 15% equity interest of Pacific Mutual Fund Bhd  (“PMF”) to Koperasi  Angkatan  Tentera  Malaysia   Berhad (“KATM”) (“Disposal”)                                                            

The Company had on 9 April 2002 announced that it had completed the Disposal pursuant to a Sale and Purchase Agreement entered into by the Company and KATM on the same date.  

B8(b)
Status of utilisation of proceeds
Pursuant to Securities Commission’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 December 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)
Konsortium Insurans Berhad (“KIB”) acquisition
 83,500.0    83,500.0

(iii)
Pacific Mutual Fund Bhd acquisition
   5,937.5
5,937.5

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

(v)
Expenses for the undertaking of 

-  Bonus Issue and Return of Capital
700.0
700.0

                  -  Pacific Mutual and KIB acquisitions 
625.0
567.2 *



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


                                                                      
                    160,516.5
  160,458.7


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

*
The Company informed the SC on 21 June 2002 that the unutilised balance of RM57,771 out of the provision of RM625,000 relating to the expenses for the undertaking of the Pacific Mutual Fund Bhd and KIB acquisitions [Note B8(b)(v)] be added to the balance amount of the Disposal Proceeds of RM419,938,100 to be utilised for future investments in new business, the utilisation of which is subject to SC’s prior approval/clearance after firm investment plans have been identified and ascertained.  

B9
Borrowings and debt securities
The Group borrowings as at 31 December 2002 were :-

RM’000

(a)
Bank overdrafts
394


Revolving credits
96,500



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



96,894




=======


RM81.394 million of the above borrowings were secured by a deed of assignment of hire purchase and lease receivables of a subsidiary.  RM15.5 million of the above borrowings of a subsidiary was secured by a corporate guarantee from the Company.

(b)
The Group did not have any long-term borrowings and debt securities.  All borrowings were short-term in nature.  The Group did not have any foreign currency borrowings / debts.  

B10
Off balance sheet financial instruments

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

B11
Material litigation 

(i)
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 under way for arbitration to be conducted in Singapore.  

(ii) PacificMas Fidelity Sdn. Bhd. (“PFSB”) is currently involved in two litigation cases:-

a)
On 26 June 2002, PFSB received a Notice of Mention of Case from the Industrial Court (“the Court”) pertaining to a labour dispute between PFSB and the National Union of Commercial Workers (“the Union”) representing the former non-management staff of PFSB.  The labour dispute arose from the non-payment of annual increments to staff who had reached the maximum of their salary range.  The Court hearing was held on 16 September 2002 but the decision would only be handed down at a later date.  The sum claimed by the Union was RM16,926.00.

b)
On 29 July 2002, another Notice of Mention of Case was received by PFSB from the Industrial Court (“the Court”) pertaining to a labour dispute between PFSB and the National Union of Commercial Workers (“the Union”) representing the former non-management staff of PFSB.  The labour dispute arose from the termination by PFSB of all its employees following the change of ownership of business.  The hearing was held on 14 November 2002 and the Court ruled in favour of the Union.  PFSB has submitted an application for judicial review against the decision of the Industrial Court.   Pending the outcome of the judicial review, the Court has on 19 February 2003, fixed the case for mention on 21 July 2003.  The sum claimed by the Union was RM35,289.00.

B12
Dividends
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 RM1.00 each less 28% taxation amounting to RM12,311,532 in respect of the current financial year ended 31 December 2002.  The proposed final dividend will be paid on a date to be announced later.

Other than the final gross dividend of 10 sen per share in respect of the previous financial year ended 31 December 2001 as disclosed in Note A7, a 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 respect of previous corresponding financial year ended 31 December 2001 was paid on 25 June 2001.

B13
Earnings per share
The basic earnings per share and diluted earnings per share of the Company was the same for the reporting period because there were no dilutive potential ordinary shares as at 31 December 2002.

The calculation of basic earnings per ordinary share of RM1.00 each is based on the Group’s consolidated profit after taxation and minority interest of RM11,356,000 for the current quarter and RM34,977,000 (2001: RM 506,064,000) for the current financial year-to-date as reported in the condensed income statement of the Company divided by the weighted average number of 170,993,500 ordinary shares in issue during the year (2001: 579,972,474).  There has been no change in the number of ordinary shares of the Company since 31 December 2001. 

BY ORDER OF THE BOARD

PHUAH LAY CHIN (MIA 5579)

COMPANY SECRETARY

27 February 2003
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