(A) 

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

The condensed interim financial statements for the quarter and the period ended 31st December 2005 have been prepared in accordance with Financial Reporting Standard FRS 134 (Interim Financial Reporting) issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9, part K of the Listing Requirements of the Bursa Malaysia Securities Berhad. The condensed financial statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2004.

The accounting policies and methods of computation adopted by the Group in the condensed financial statements are consistent with those adopted in the audited financial statements for the year ended 31st December 2004.

2.
Qualification of audit report of the preceding annual financial statements
There was no qualification in the audit report of the preceding annual financial statements.

3.
Explanatory comments about the seasonality or cyclicality of operations


The Group's operations are not seasonal or cyclical in nature.

4.
Nature and amount of items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence

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

5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior years.
6.
Details of issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

Save and except as detailed below, there were no new issuance and repayment of debt securities, share buy-backs, share cancellations or shares held as treasury shares during the quarter ended 31st December 2005:

Issuance of 413,000 shares arising from the exercise of Employee Share Option Scheme (ESOS) between 1st January 2005 to 31st December 2005. The weighted average number of issued and fully-paid shares with voting rights as at 31st December 2005 is 108,716,003 shares.

7.
Dividend paid

No dividend has been paid for the current quarter.

8.
Segmental reporting
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9.
Valuations of property, plant and equipment
The valuations of property, plant and equipment have been brought forward without any amendments from the preceding annual financial statements.

10.
Material events not reflected in the financial statements

There were no material subsequent events to be disclosed as at the date of this report.

11.
Changes in the composition of the Group
There were no changes in the composition of the Group during the financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations, except for the Joint Venture establishment disclosed under note B8.

12.
Commitments and Contingent Liabilities
In the normal course of business, the Group makes various commitments and incurs certain liabilities on behalf of customers. Details of the Group's commitments and contingent liabilities as at                    

15th February 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) are as follows: -

Capital Commitments



RM’000
Approved and contracted for


  3,792 







  =====

The Company has an unsecured contingent liability in respect of guarantee facilities with a bank totaling RM15.1million (2004: RM4.3 million). It is anticipated that no material liabilities will arise as a result of the guarantees.
(B) ADDITIONAL DISCLOSURES IN COMPLIANCE WITH THE BURSA MALAYSIA LISTING REQUIREMENTS

1.
Review of the performance of the company and its principal subsidiaries


The Group's profit before taxation for the financial year ended 31st December 2005 decreased to RM26.4 million as compared to RM33.9 million posted for the preceding financial year.

Overall, the principal subsidiary, Jerneh Insurance Berhad (“JIB”) recorded a higher underwriting performance with a comparably higher operating expense for the year. The higher operating expenses are partly due to the e-business expenses incurred to promote e-commerce in the insurance industry.

2.
Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with the preceding quarter

The Group’s profit before taxation for the current quarter declined marginally to RM8.77 million as compared to RM8.81 million achieved during the preceding quarter. The decline was mainly due to weaker results recorded by certain subsidiaries despite better underwriting performance achieved by JIB during the current quarter. 

3.
Prospects for the next financial year

The Group’s performance for 2005 was satisfactory. The insurance industry is expected to remain highly competitive. The Group will continue to be selective in underwriting quality business and improving claims and cost control.


The recent tie-up with HSBC Group and The Employees Provident Fund Board, to jointly venture into Takaful insurance business, is expected to contribute positively to the future profitability of the Group.

4.
Variance of JAB Group's actual profit from forecast profit


Not applicable.

5.
Taxation
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6.
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.
7.
Quoted Securities

(a) The purchase and disposal of quoted securities by the Group (other than those subsidiary companies involved in the insurance business) for the current quarter ended 31st December 2005 are as follows: -







RM'000
Purchase of quoted securities                          4,994           







======
Sale of quoted securities


  5,523          







======
Profit/(Loss) arising therefrom   

     529          







======

(b) 
As at 31st December 2005, the Group's investment in quoted shares (other than by those subsidiary companies involved in the insurance business) are as follows: -







RM'000

At Cost 




  5,034        





  
======

At Book Value
      



  3,458          







======
At Market Value



  3,514              







======

8.
Status of Corporate Proposals 

JAB has entered into a joint venture with HSBC Insurance (Asia Pacific) Holdings Limited (“HSBC”) and the Employees Provident Fund Board on 8th February 2006 to form a joint venture Takaful (Islamic Insurance) company in Malaysia. The Takaful Company will have a paid-up capital of RM100 million and Jerneh will hold a 31% equity interest.

9.
Group Borrowings

The Group borrowings as at 31st December 2005 amounted to RM 44 million, all of which were unsecured and short term in nature.

10.
Off Balance Sheet Risk 

The Group did not have any financial instruments with off balance sheet risk as at 15th February 2006, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

11.
Material Litigation 

The Group’s principal subsidiary, JIB has terminated its contract entered with i-Systems on 15th October 2003 for the development and implementation of a web-based application system for insurance. Both parties have agreed to arbitration proceedings.

JIB has in place an alternative agency portal with another vendor to ensure continuity in business operations. 

12.
Dividend
The Directors are pleased to recommend a First and Final Dividend of 5% less 28% income tax (2004 : 8% less 28% income tax). The recommendation of the First and Final Dividend is subject to the approval of the shareholders of the Company. The date on which the dividend is payable and the entitlement date for the dividends will be announced at a later date. 

13.
Earnings per share
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