PACIFICMAS BERHAD

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE 

FIRST QUARTER ENDED 31 MARCH 2003


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  accounting policies and methods of computation applied in the interim financial statements are consistent with those applied in the latest audited annual financial statements.

A2
Qualification of financial statements

The auditors’ report on the latest annual financial statements for the year ended 31 December 2002 did not contain any qualification.

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 financial year or in prior financial years
There were no significant changes in estimates of amounts reported in  prior 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, shares held as treasury shares and resale of treasury shares as at the date of issue of the quarterly report.

A7
Dividends paid

No dividend was paid by the Company during the current quarter and financial year-to-date.

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

	
	
	PROFITS 

	
	SEGMENT
	FROM

	
	REVENUE
	OPERATIONS

	
	RM'000
	RM'000

	Investment holding and 
	
	

	   management services
	4,808
	3,339

	General insurance
	24,528
	377

	Unit trust management and 
	
	

	   asset management
	5,305
	1,108

	Leasing and hire-purchase
	3,609
	3,052

	Property investment and 
	
	

	   management
	1,886
	1,197

	
	40,136
	9,073

	Inter-segment eliminations
	(1,181)
	12

	
	38,955
	9,085


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 latest audited annual financial statements except for the impact on net book values of the property and equipment of which depreciation has been provided 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

There were no material events subsequent to the end of the quarterly period that have not been reflected in the financial statements for the  quarter.


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


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

A12
Contingent liabilities and contingent assets
The Company has provided corporate guarantees of RM38.5 million in respect of banking facilities granted to Pac Lease Sdn Bhd, a wholly-owned subsidiary of PacificMas. 

Other than the abovesaid contingent liability and those arising from insurance contracts underwritten by the insurance subsidiary, The 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 tax decreased by RM4.907 million from RM13.169 million to RM8.262 million for the current quarter as compared with the previous year’s corresponding quarter.  The decrease in pre-tax profit was mainly attributable to the insurance subsidiary which recorded a lower pre-tax profit of RM0.37 million in the current quarter compared with that of RM5.54 million in the previous year’s corresponding quarter.   The insurance subsidiary’s performance for the current quarter was affected by the need to make provision of RM1.2 million for diminution in value of investments as compared to a write-back of RM4.5 million for the corresponding quarter in the previous year.

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 first quarter of 2003 amounted to RM8.3 million which was RM2.4 million or 22.8% lower than the pre-tax profit recorded in the immediate preceding quarter.  The decline in the group profit was due to the increase of RM1.7 million in the net claims incurred by the insurance subsidiary in the current quarter and the increase of RM1.36 million in the provision for diminution in value of investments by the Group as a result of the poor stock market performance.  

B3
Prospects
The Malaysian economy has been affected by the outbreak of the highly   infectious Severe Acute Respiratory Syndrome (SARS) viral disease and the uncertain world economic outlook even after the Iraq war.  However, with the Government’s recent announcement on the economic stimulus package and with the SARS viral disease well under control, the Malaysian economy is expected to be sustained at a reasonable level.  

Barring any unforeseen circumstances, the Group’s performance is expected to be satisfactory for the remaining period of financial year 2003.

B4
Variances from profit forecast and profit guarantee

This is not applicable to the Group as no profit forecast or profit guarantee was published.

B5
Taxation

	Income tax expenses
	
	
	

	
	
	
	
	
	Cumulative

	
	
	
	
	Current quarter
	current financial

	
	
	
	
	ended
	year-to-date

	
	
	
	
	31 March 2003
	31 March 2003

	
	
	
	
	RM'000
	RM'000

	
	
	
	
	
	

	Major components of tax expenses:
	
	

	Current year tax expense
	
	2,258 
	2,258 

	Share of tax in an associated company
	
	16
	16

	
	2,274 
	2,274 

	
	
	
	
	
	


The effective tax rate of the Group of 27.5% for the current quarter and the financial year to date was lower than the 28% statutory tax rate principally due to the utilisation of unabsorbed capital allowances during the quarter.

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 and unit trust investments 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 March 2003
	31 March 2003
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase consideration
	 6,441
	              6,441
	

	Sale proceeds
	
	
	 2,591
	  2,591
	

	Net profit from disposal
	                  55
	                  55
	

	
	
	
	
	
	

	
	
	
	
	
	

	Investment in quoted securities as at 31 March 2003
	

	
	
	
	
	
	

	
	
	
	
	Carrying/
	Market 

	
	
	
	Cost
	book value
	value

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

	
	
	
	
	
	

	Total quoted securities
	9,193 
	8,932
	8,932




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


(ii)  Unit Trusts

	
	
	
	Financial
	Cumulative

current financial
	

	
	
	
	quarter ended
	year-to-date
	

	
	
	
	31 March 2003
	31 March 2003
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase of unit trusts
	0
	0
	

	
	
	
	
	
	

	Sale proceeds
	0
	0
	

	
	
	
	
	
	

	
	
	
	
	
	

	Investment in unit trusts as at 31 March 2003
	

	
	
	
	
	
	

	
	
	
	
	Carrying/
	Market 

	
	
	
	Cost
	book value
	value

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

	
	
	
	
	
	

	Total unit trusts*
	2,500 
	2,205
	2,205




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


* The unit trusts are managed by a subsidiary, Pacific Mutual Fund Bhd. 

B8(a)
Status of corporate proposals
(1)    Investment in Spring Hill Bioventures Sdn. Bhd.


On 24 January 2003, PacificMas Berhad (“the Company” or “PacificMas”) announced that its wholly-owned subsidiary, PacificMas Fidelity Sdn. Bhd. (“PFSB”) had entered into a shareholders’ agreement with several parties for the purpose of investing in Spring Hill Bioventures Sdn. Bhd. (“SBV”), a venture capital company focusing its investments on life-sciences and biotechnology companies.  PFSB has agreed to invest up to RM19,000,005 which represents an equity interest of 16.67% in SBV.  The first tranche of 7,600,000 Class B preference shares (RM7,600,000) and 5 ordinary shares (RM5) of SBV were fully subscribed by PFSB on 14 February 2003.

(2)
Proposed Restructuring of Equity and Insurance Business Operations


On 21 February 2003, PacificMas announced that it had received Bank Negara Malaysia’s approval for PacificMas to begin negotiations:

(i) with Koperasi Angkatan Tentera Malaysia Berhad (“KATM”) for the merger of the insurance business of The Pacific Insurance Berhad (“PIB”) with that of Malaysia & Nippon Insurans Berhad (“MNIB”), a wholly-owned subsidiary of KATM; and


(ii)
with GEL Capital (Malaysia) Berhad for the restructuring of the equity and insurance operations of Great Eastern Life Assurance (Malaysia) Berhad (“GELM”) and Overseas Assurance Corporation (Malaysia) Berhad (“OACM”), both wholly-owned subsidiaries of Great Eastern Holdings Limited (“GEH”), with GEH subsequently holding 51% interest in PacificMas. The general insurance business under OACM, PIB and MNIB will be merged and integrated.

B8(b)
Status of utilisation of proceeds

The Company has fully utilised RM160,458,729, being part of the sale proceeds from the disposal of its banking business (“the Proceeds”), for the specific purposes as approved by the Securities Commission (“SC”).   Utilisation of the balance of RM419,995,871 of the Proceeds is subject to the SC’s prior approval/clearance after firm investment plans have been identified and ascertained.  

B9
Borrowings and debt securities
The Group outstanding borrowings as at 31 March 2003 were :-

RM’000

(a)
Bank overdrafts
654


Revolving credits
98,000



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



98,654




=======


RM81.654 million of the above borrowings were secured by a deed of assignment of a subsidiary’s hire-purchase and lease receivables.  RM17.0 million of the outstanding borrowings of the subsidiary were secured by corporate guarantees 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 March 2003 and as at the date of issue of the quarterly report.

B11
Material litigation 

The Group is currently involved in the following litigation cases:-

(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.  

Arbitration proceedings are currently in progress in Singapore.  The solicitors of PIB are of the opinion that PIB’s prospects of success in the arbitration are reasonable.   

(ii) PacificMas Fidelity Sdn. Bhd. (“PFSB”) is currently involved in a litigation case as follows:-

On 29 July 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 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 had submitted an application for judicial review against the decision of the Industrial Court.   Pending the outcome of the judicial review, the Court had on 19 February 2003, fixed the case for mention on 21 July 2003.  The sum claimed by the Union was RM35,289.00.

(iii)
It was disclosed in the previous interim report that PFSB was also involved in another dispute with the National Union of Commercial Workers (“the Union”) arising from the non-payment of annual increments to staff who had reached the maximum of their salary range.   The Industrial Court had dismissed the Union’s claim of RM16,926.00 on 20 February 2003. 

B12
Dividends
(a)
No interim dividend has been recommended or declared for the current quarter and financial year-to-date.

(b)
At the Annual General Meeting held on 28 May 2003, a final dividend in respect of the financial year ended 31 December 2002 of 10% on 170,993,500 ordinary shares less 28% taxation amounting to a total dividend of RM12,311,532 (10 sen gross per share) was declared.  This dividend will be accounted for in the shareholders’ equity as an appropriation of retained profits in the financial year ending 31 December 2003.

B13
Earnings per share
The basic earnings per share and diluted earnings per share of the Group were the same for the reporting period because there were no dilutive potential ordinary shares as at 31 March 2003.

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 for the current quarter and the current financial year-to-date of RM5,869,000 (2002: RM9,301,000) as reported in the condensed consolidated income statement divided by 170,993,500 ordinary shares in issue during the period (2002: 170,993,500).  There has been no change in the number of ordinary shares of the Company since 31 December 2002. 
BY ORDER OF THE BOARD

PHUAH LAY CHIN (MIA 5579)

COMPANY SECRETARY

28 May 2003
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