PACIFICMAS BERHAD

UNAUDITED QUARTERLY FINANCIAL STATEMENTS FOR THE 

FIRST QUARTER ENDED 31 MARCH 2004


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 Bursa Malaysia Securities Berhad.  The interim report should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2003.  These 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 2003.  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 2003.   

A2
Qualification of financial statements

The auditors’ report on the annual financial statements for the year ended 31 December 2003 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 or in prior financial years

There were no significant changes in estimates of amounts reported in prior interim periods or in prior financial years that have had a material effect in the current quarter ended 31 March 2004.

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

The Company’s 90% owned subsidiary, PacificMas Asset Management Sdn Bhd (“PAM”), issued 1,000,000 redeemable unconvertible non-cumulative preference shares of RM0.01 each at a premium of RM0.99 per share which were fully paid up on 10 March 2004. PAM’s preference shares were subscribed by the Company (900,000 preference shares) and Wiramaju Sdn Bhd (100,000 preference shares). Wiramaju Sdn Bhd, a subsidiary of Koperasi Angkatan Tentera Malaysia Berhad, owns 10% of PAM’s ordinary shares.

Other than the issuance of preference shares by PAM, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter and current financial year-to-date. 

A7
Dividends paid

No interim dividend was paid during the current quarter and in the current 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
	  5,011
	3,202

	Underwriting of general insurance
	26,100
	4,412

	Unit trust management and 
	
	

	   asset management
	18,803
	4,099

	Leasing and hire-purchase
	3,934
	3,043

	Property investment and management
	1,988
	1,252

	
	    55,836
	16,008

	Inter-segment eliminations
	(1,451)
	28

	
	54,385
	16,036


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 for which depreciation has been provided in the current quarter and current financial year-to-date.  Any additions to the property and equipment are stated at cost less accumulated depreciation for the current quarter and current financial year-to-date.


A10
Subsequent events

There were no material events subsequent to the end of the interim 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
As at 31 March 2004, the Company has provided corporate guarantee of RM63.5 million in respect of banking facilities granted to its subsidiaries, Pac Lease Sdn Bhd and 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 2003. 

B.
ADDITIONAL INFORMATION AS REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD (PART A OF APPENDIX 9B)






                                         
B1
Review of performance
The Group achieved a profit before taxation of RM15.1 million for the current quarter and current financial year-to-date, an increase of 82.8% compared with RM8.3 million recorded in the corresponding quarter of 2003.  The improvement in the Group’s financial performance was mainly attributable to higher profit contribution by the Group’s insurance and unit trust subsidiaries. The other companies in the Group performed satisfactorily in the current quarter.
B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
The Group’s profit before taxation increased by RM4.9 million or 48.6% to RM15.1 million in the current quarter from RM10.2 million in the immediate preceding quarter.  The increase in profit before taxation was attributable mainly to the better performance of the Group’s insurance and unit trust subsidiaries.  
B3
Prospects
The Group should benefit from the favourable economic and business conditions which are expected to remain for the rest of 2004.  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
	
	

	
	
	
	
	Cumulative

	
	
	
	Current
	Current

	
	
	
	Quarter
	Financial

	
	
	
	Ended
	Year-to-date

	
	
	
	31 Mar 2004
	31 Mar 2004

	
	
	
	RM'000
	RM'000

	
	
	
	
	

	Major components of tax expenses:-
	
	

	  Current year tax expense
	4,295
	4,295

	  Net deferred tax expense
	    175
	    175

	  Share of tax in an associated company
	       21
	       21

	
	 4,491
	 4,491


The effective tax rate of the Group of 29.73% for the current quarter and current financial year-to-date was higher than the 28% statutory tax rate due mainly to non tax-deductibility for the Group’s expenses incurred on bonds, provision for doubtful debts and provision for dimunition in value of investments.  
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 and current financial year-to-date.

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

(i)  Quoted Securities 

	
	
	Cumulative
	

	
	Current
	Current
	

	
	Quarter
	Financial
	

	
	Ended
	Year-to-date
	

	
	31 Mar 2004
	31 Mar 2004
	

	
	(RM'000)
	(RM'000)
	

	Purchase of securities
	        7,450
	        7,450
	

	Sale proceeds
	        2,416
	        2,416
	

	Net profit from disposal
	           311
	           311
	

	Investment in quoted securities as at 31 March 2004
	

	
	
	Carrying/
	    Market

	
	Cost
	Book Value
	    Value

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

	Total quoted securities
	         9,589
	         9,589
	       10,491




     ====                  ====
     =====
(ii) Unit Trusts

	
	
	
	
	Cumulative
	

	
	
	
	Current
	Current
	

	
	
	
	Quarter
	Financial
	

	
	
	
	Ended
	Year-to-date
	

	
	
	
	31 Mar 2004
	31 Mar 2004
	

	
	
	
	(RM'000)
	(RM'000)
	

	
	
	
	
	
	

	Purchase/reinvestment 
	
	
	

	of dividends in unit trusts
	0
	     0
	

	
	
	
	
	
	

	Sale proceeds
	                 0
	                0
	

	
	
	
	
	
	

	Investment in unit trusts as at 31 March 2004
	

	
	
	
	
	Carrying/
	   Market

	
	
	
	Cost
	Book Value
	   Value

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

	Total unit trusts*
	4,667
	         4,667
	        5,197




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

* 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 total investment in SBV to-date to RM13,300,005. 

(2)
Proposed Restructuring of Equity and Insurance Business Operations


(a)
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.


(b)
On 5 May 2004, PacificMas announced that the negotiations between the Company and KATM had been concluded and that the Minister of Finance had approved the proposed acquisition of the entire issued and paid-up capital of MNIB and the exemption from Section 69(1) of the Insurance Act, 1996 for PacificMas to hold equity interest in 2 insurance companies namely PIB and MNIB until the completion of the merger of the general insurance businesses of PIB and MNIB.
(c) On 11 May 2004, PacificMas announced that the Company and KATM had executed the Conditional Share Sale Agreement for the proposed acquisition of 27,100,000 ordinary shares of RM1.00 each (“Shares”) representing 51.13% of the issued and paid-up share capital of MNIB from KATM at an indicative price of RM1.70 per Share for the total cash purchase consideration of RM46,070,000. 



Upon completion of the proposed acquisition of 27,100,000 Shares, PacificMas will be obligated to acquire the remaining 25,900,000 Shares representing 48.87% of the issued and paid-up share capital of MNIB not already held by the Company for a cash purchase consideration of RM44,030,000 via a mandatory offer in accordance with the Malaysian Code on Take-Overs and Mergers, 1998.

The Company has submitted the corporate proposal in relation to the acquisition of MNIB to the Securities Commission and the Foreign Investment Committee on 14 May 2004.
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 in 2001 (“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 March 2004 were :-

RM’000

(a)
Bank overdrafts
1,571

Revolving credits
111,000


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



112,571




=======

RM84.57 million of the above borrowings were secured by assignments of a subsidiary’s hire-purchase and lease receivables whilst RM28.0 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 March 2004.  All borrowings were short-term in nature.

B10
Off balance sheet financial instruments

No financial instruments with off balance sheet risks were utilised as at 31 March 2004 and as at the date of issue of the quarterly report.

B11
Material litigation 

The Group is not engaged in any material litigation, claims (other than those related to the insurance business) or arbitration as at the date of issue of this quarterly report.  
B12
Dividends


The Company, at its forthcoming Annual General Meeting in June 2004, 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 in July 2004 if approved by the shareholders.  The dividend will be accounted for in the shareholders’ equity as an appropriation of retained profits in the current financial year ending 31 December 2004.  

B13
Earnings per share
Both the basic earnings per share and diluted earnings per share of the Group were the same at 5.95 sen per share for the quarter ended 31 March 2004 because there were no dilutive effects as at 31 March 2004.

The calculation of basic earnings per share is based on the Group’s consolidated profit after taxation and minority interests of RM10,178,000 for the current quarter and current financial year-to-date (31 March 2003: RM5,869,000) as reported in the Condensed Consolidated Income Statement divided by 170,993,500 ordinary shares in issue during the period (2003: 170,993,500 ordinary shares).  There has been no change in the number of ordinary shares of Company since 31 December 2003. 


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

COMPANY SECRETARY
18 May 2004
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