PACIFICMAS BERHAD

QUARTERLY FINANCIAL STATEMENTS FOR THE 

FOURTH QUARTER ENDED 31 DECEMBER 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 Malaysia Securities Exchange Berhad (“MSEB”).  The interim report should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.  The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.  The accounting policies and methods of computation applied in the interim financial statements are consistent with those applied in the audited annual financial statements for the year ended 31 December 2002.   In addition, the Group has adopted MASB 25: Income Taxes, and MASB 29: Employee Benefits for the financial year ended 31 December 2003.

Change in Accounting Policies

(i)
MASB 25: Income Taxes

Under MASB 25, deferred tax liabilities need to be provided for and deferred tax assets be recognised for all temporary differences.  Previously, although deferred tax liabilities were provided for based on timing differences when a tax liability was expected to materialise in the foreseeable future, deferred tax assets were not recognised unless there was reasonable expectation of their realisation.  With the adoption of MASB 25, the Group has commenced recognition of deferred tax assets for all material deductible temporary differences, when it is probable that sufficient taxable profits will be available against which the deductible temporary differences can be utilised.  

The adoption of this accounting standard has the effect of reducing profit after taxation of the Group for the financial year ended 31 December 2003 by RM1.25 million.

Prior Year Adjustments

	
	
	
	As
	Effect
	

	
	
	
	previously 
	of change
	As

	
	
	
	stated
	in policy
	Restated

	
	
	
	RM’000
	RM’000
	RM’000

	At 31 December 2002:-
	
	
	
	

	Effect on Audited Balance Sheet
	
	
	

	- Retained profits
	
	666,816 
	666* 
	666,150* 

	- Deferred tax assets
	
	                 - 
	1,363* 
	1,363* 

	- Deferred tax liabilities
	
	309 
	2,029 
	2,338 

	
	
	
	
	
	

	For financial year ended
	
	
	

	31 December 2002:-
	
	
	
	

	Effect on Audited Income  Statement
	
	
	

	- Taxation for the year 
	
	(8,435) 
	(681)*
	(9,116)* 

	- Net profit for the year 
	
	34,734 
	(681)* 
	34,053* 

	
	
	
	
	
	

	Quarter ended

31 December 2002:-
	
	
	

	Effect on Condensed Income
	
	
	

	Statement
	
	
	
	

	- Taxation for financial period 
	598 
	(1,733)
	(1,135)

	- Net profit for financial period
	11,113 
	(1,733)
	9,380

	
	
	
	
	
	


*
These figures have been revised from what were reported in the explanatory notes to the interim financial report for the quarter ended 30 September 2003
(ii) MASB 29: Employee Benefits

The adoption of MASB 29 resulted in the Group making provisions for short term employee benefits in the form of accumulated compensated annual leave.  These obligations were not provided for prior to the adoption of MASB 29.  The change has not given rise to any adjustments to the opening balances of retained profits of the prior and current years or to changes in comparatives.

The adoption of this new accounting standard has the effect of reducing pre-tax profit for the financial year ended 31 December 2003 by RM235,000.  

A2
Qualification of financial statements

The auditors’ report on the 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 were 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 interim periods prior to financial year ended 31 December 2003 and in prior financial years that have had a material effect in the current quarter ended 31 December 2003.

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

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter and financial year ended 31 December 2003. 

A7
Dividends paid

No interim dividend was paid during the current quarter and in the financial year ended 31 December 2003.

A final dividend in respect of the financial year ended 31 December 2002 of 10 sen per share on 170,993,500 shares less 28% taxation amounting to a total dividend of RM12,311,532 was paid on 9 July 2003. 
A8
Segment revenue and results

The segment revenue and segment results for business segments for the  financial year ended 31 December 2003 are as follows:-

	

	
	PROFITS

	
	SEGMENT
	FROM

	
	REVENUE
	OPERATIONS

	
	RM'000
	RM'000

	Investment holding and 
	
	

	   management services
	 36,809
	31,838

	General insurance
	99,509
	16,548

	Unit trust management and 
	
	

	   asset management
	38,720
	5,894

	Leasing and hire-purchase
	14,853
	11,677

	Property investment and management
	7,540
	4,701

	
	    197,431
	70,658

	Inter-segment eliminations
	(22,616)
	(17,784)

	
	174,815
	52,874


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 audited annual financial statements for the year ended 31 December 2002 except for the impact on net book values of the property and equipment for which depreciation has been provided in the current quarter and financial year ended 31 December 2003.  Any additions to the property and equipment are stated at cost less accumulated depreciation for the current quarter and financial year ended 31 December 2003.


A10
Subsequent events

(a) Additional investment in Spring Hill Bioventures Sdn Bhd was made by PacificMas Fidelity Sdn Bhd, a wholly-owned subsidiary of the Company on 13 January 2004 [please refer to Note B8(a)(1) for  details]; and
(b) A corporate guarantee was provided by the Company for banking facility offered to its 85% owned subsidiary, Pacific Mutual Fund Bhd on 6 January 2004 (please refer to Note A12). 
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
As at 31 December 2003, the Company has provided corporate guarantees amounting to RM58.5 million in respect of banking facilities granted to Pac Lease Sdn Bhd, a wholly-owned subsidiary of PacificMas. On 6 January 2004, the Company also provided a corporate guarantee for a principal sum of RM5 million in respect of a banking facility granted to Pacific Mutual Fund Bhd.   
Other than the abovesaid contingent liabilities 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 previous financial year ended 31 December 2002. 

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



                                         
B1
Review of performance
The Group recorded a profit before taxation of RM10.2 million for the fourth quarter ended 31 December 2003 compared to RM10.7 million achieved in the corresponding quarter of 2002.  The decline was mainly attributable to lower interest income earned by the Company following the reduction in fixed deposit interest rates in the year 2003. 
The Group’s profit before taxation for the financial year ended 31 December 2003 increased by RM5.6 million to RM49.4 million from RM43.8 million in the previous financial year due mainly to higher profit contribution by the Group’s insurance subsidiary.  The insurance subsidiary recorded a profit before taxation of RM16.5 million in 2003 compared with RM10.6 million in 2002. 

B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
The Group’s profit before taxation decreased by RM5.3 million to RM10.2 million in the current quarter from RM15.5 million in the immediate preceding quarter.  The lower profit recorded in the current quarter was due mainly to lower gains from disposal of quoted securities by the Group and an increase in net claims incurred by the Group’s insurance subsidiary in the current quarter compared with the third quarter of 2003.  
B3
Prospects
The operating environment in 2004 is expected to be favourable to the Group, underpinned by improving global and domestic economic conditions.  Barring any unforeseen circumstances, the Group is expected to achieve satisfactory results for year 2004.
B4
Variances from profit forecast and profit guarantee
Not applicable.
B5
Taxation

	Income tax expenses
	
	

	
	
	
	Current
	Cumulative

	
	
	
	Quarter
	Financial

	
	
	
	Ended
	Year Ended

	
	
	
	31 Dec 2003
	31 Dec 2003

	
	
	
	RM'000
	RM'000

	
	
	
	
	

	Major components of tax expenses:-
	
	

	  Current year tax expense
	2,263
	 12,654

	  Overprovision in respect of prior years
	    (57)
	     (925)

	  Net deferred tax expense
	    547
	   1,248

	  Share of tax in an associated company
	       11
	        61

	
	 2,764
	13,038


The effective tax rate of the Group (i.e. excluding adjustment for overprovision in respect of prior years) of 27.8% for the current quarter and 28.3% for the financial year ended 31 December 2003 approximates the statutory tax rate of 28%. 
B6
Profits/(losses) on sale of unquoted investments and/or properties

There were no gain or loss from sale of unquoted investment and property in the current quarter.


The gains from sale of unquoted investments and properties for the  financial year ended 31 December 2003 were as follows:-
(i) Gain on disposal of unquoted fixed income securities of RM0.99 million.

(ii)
Gain on disposal of investment property of RM5,000.

B7
Particulars of purchase or disposal of quoted securities
Other than the sale and purchase transactions carried out by the insurance, unit trust and asset management subsidiaries in their ordinary course of business, total purchase and disposal of quoted securities and unit trust investments for the current quarter and financial year ended 31 December 2003 were as follows:-

(i)  Quoted Securities 

	
	Current
	Cumulative
	

	
	quarter
	Financial
	

	
	ended
	year ended
	

	
	31 Dec 2003
	31 Dec 2003
	

	
	(RM'000)
	(RM'000)
	

	Purchase of securities
	        4,320
	       14,912
	

	Sale proceeds
	           102
	       17,564
	

	Net profit from disposal
	             26
	        1,607
	

	Investment in quoted securities as at 31 December 2003
	

	
	
	Carrying/
	    Market

	
	Cost
	book value
	    Value

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

	Total quoted securities
	         4,243
	         4,243
	        4,351




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

(ii) Unit Trusts

	
	
	
	Current
	Cumulative
	

	
	
	
	quarter
	financial
	

	
	
	
	Ended
	year ended
	

	
	
	
	31 Dec 2003
	31 Dec 2003
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase/reinvestment 
	
	
	

	of dividends in unit trusts
	0
	2,166
	

	
	
	
	
	
	

	Sale proceeds
	                 0
	                0
	

	
	
	
	
	
	

	Investment in unit trusts as at 31 December 2003
	

	
	
	
	
	Carrying/
	   Market

	
	
	
	Cost
	book value
	   Value

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

	Total unit trusts*
	4,667
	         4,667
	        4,788




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

* The unit trust funds are managed by a subsidiary company, Pacific Mutual Fund Bhd. 

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


On 24 January 2003, 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 subscribed by PFSB on 14 February 2003.


On 13 January 2004, PFSB subscribed to the second tranche of 5,700,000 Class B preference shares (RM5,700,000) bringing its investment in SBV to RM13,300,005. 

(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.



Negotiations with the various parties are still ongoing.

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’s outstanding borrowings as at 31 December 2003 were :-

RM’000

(a)
Bank overdrafts
554

Revolving credits
107,000


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



107,554




=======

RM83.55 million of the above borrowings were secured by  assignments of a subsidiary’s hire-purchase and lease receivables whilst RM24.0 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 as at 31 December 2003.  All borrowings were short-term in nature.

B10
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 31 December 2003 and as at the date of issue of the quarterly report.

B11
Material litigation 

The Group’s wholly-owned subsidiary, PacificMas Fidelity Sdn. Bhd. (“PFSB”) (formerly known as Konsortium Insurans Berhad) is currently involved in the following litigation case:-

On 29 July 2002, PFSB received a Notice of Mention of Case from the Industrial 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 Industrial Court ruled in favour of the Union.  PFSB has submitted an application to the High Court for judicial review against the decision of the Industrial Court.  The High Court hearing for the judicial review has been postponed from 11 November 2003 to 28 April 2004.  Consequently, the Industrial Court postponed its date of mention date for the case from 18 November 2003 to 11 May 2004.  The sum claimed by the Union was RM35,289.00.

It was also disclosed in the previous quarterly report that another wholly-owned subsidiary of the Group, The Pacific Insurance Berhad (“PIB”), was involved in a dispute with an insurance company based in Singapore (“Re Co”) with whom it had entered into a treaty agreement.  PIB and Re Co successfully concluded an amicable resolution to this dispute outside the arbitration process on 19 December 2003.  Under the terms of settlement, Re Co agreed and has subsequently made a settlement sum of RM2.57 million to PIB as full and final settlement of all PIB’s claims.  The settlement has a positive contribution on the Group’s earnings for the  financial year ended 31 December 2003.
B12
Dividends


The Company, at its forthcoming Annual General Meeting, will be recommending to its shareholders for approval, a final gross dividend of      15 sen per share on 170,993,500 ordinary shares of RM1.00 each less 28% taxation amounting to RM18,467,298 in respect of the financial year ended 31 December 2003.  The proposed final dividend will be paid on a date to be announced later.  

B13
Earnings per share
Both the basic earnings per share and diluted earnings per share of the Group were the same at 20.82 sen per share for the financial year ended 31 December 2003 because there were no dilutive potential ordinary shares as at 31 December 2003.

The calculation of basic earnings per share for the current quarter and for the financial year ended 31 December 2003 were based on the Group’s consolidated profit after taxation and minority interests of RM7,129,000 for the current quarter (2002: RM9,380,000) and RM35,598,000 for the  financial year ended 31 December 2003 (2002: RM34,053,000) as reported in the condensed consolidated income statement divided by 170,993,500 ordinary shares in issue during the year (2002: 170,993,500 ordinary shares).  There has been no change in the number of ordinary shares of Company since 31 December 2002. 

The comparative earnings per share has been restated to take into account the effect of the change in accounting policy on the net profit for the year.

BY ORDER OF THE BOARD
PHUAH LAY CHIN (MIA 5579)

COMPANY SECRETARY

24 FEBRUARY 2004
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